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Office of International Corporate Finaace 0601420
Securites & Exchange Commission

Room 3628

100F Street North East

Washington DC 20549 ' S
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Dear Sirs,

HANNY HOLDINGS LIMITED (“Company”)  BEST AV,
- ISIN US 41068T2087 pany”) AILABLE COPY

We enclose the following announcements/circulars issued by the Company during the month of
March 2006 for filing under the ISIN US 41068T2087:

Date Document type Subject matter

1. 9 March 2006 Announcement Discloseable transaction

2. 24 March 2006 Announcement Discloseable transaction: Despatch of circular
27 March 2006 Circular Discloseable transaction

Thank you for your attention.

Youss faithfully,

For and on behalf of '

HANNY HOLDINGS LIMITED P@@CE\QQED
— -

Florence Kam JUN a : 2@@5

Company Secretary THOMSON
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Encl (_Q

O:\Hanny 2006\Corrcspondence\Lener\OtSééEé‘{ %%}% BES1ERECEPCER

TIT T M Sameen T Mo Tn R0ad. Kwun Tona, Kowloon, Hona Kona




HUdWRAIAY Yl Jo wonajdwod Juonapdwo),, ‘sauninbua a|qeuoseas [k spew Fuiaey Jo112q pUE BONEWIOJUL *23PIjMOuY ,51019231J Y] JO 153G Iyl O

tafueydoxy Y003S Yl JO pieaq ulew ) UO Pa)sY} vl ‘pan]
:§aleys soym ‘epnuissg w paresodiosur Auedwod e ‘pajruy] sSurpjoy Auuey JAuedwo),, uonesodioly DLl Jo _a.:anu areys Kieuipro panssi 3yl Jo %99'p¢ A|orewixosdde spjoy ‘Auedwo) aiy
_, 3 ) Jo uewIteyd oY) ‘saprey) ‘Sunay Yomy uey) uqg "3dnens jende) jo peides sseys pansst Yy Jo g4R1°§
! -9SUELOXH F201§ Ayl JO PIvOQ ULBL Iy} WO PIIST] LB SIUBYS dSOUM pub Lparewixosdde spoy ‘Auedwo)) ayy jo [eitded azeys panssi 2y Jo 987 vz K1areunxordde spjoy yorym
repnwuag ul pajesodioour Auedwod e ‘payywty wwsunsaauf oidsrens jende) «O1321e18 fende),, “Aurdwo) oY) JO JAPOYAIRYS [ELIULISGNS € ‘PANWI UONEIodIo]) L] ‘TUIUIRIUNOUUE SIY) JO IEP Y 1B SY

Lo tfuadoig ay) uo oFeduow e £q painaas J0pusp oY) 0) PaNl] BISY iimo1n pidey

‘158 Jo yueg ayy £ ‘000°
; g0 queg ouL £q apews 000'000'€6$MH Jo wunowe [edroutid ays uy ueo] ¥ «HIROT VAL, ‘Butiuam ut 9213e Azw sated ay) se Kep 12410 Yons Jo 90T ‘UIBN YIRZ uo 2de(d axel fiim uonajdwo)
tareys ojes “1S2131U1 JnOYNM “IIsEYIIng 3yl 01 Wwowa213y ay) ..un:: W AqQ PAAFI321 SIUNOWE ¥ WINIDI YIMYLIO] {leys
aE Jo aseydind pue 5jes 01 UoLR|31 UL JISEYIING Sl pUB JOPUdIA 241 Aq O1uL 10pU3A 2y} puE SaYoealq JUIPIdVUE 0 1oadsas ul 2aBs JoYI0 Yoed jsutede swied soyung Aue aaey jou
0.5:2:0 9007 ‘Y218 g parep Juswda13w aseydind pue ajes [sUOHIPUOD Y] Lquawoaidy,, jreys sanaed sy) pue Juawaaidy ay) dleutnld) 0] (UIAIAYL SWIdY UIEISD JO YOrDIq Ul Jou S1 ) paplaoid)
| 3 od . . S o 292
H —'wap apsoddo 1os sButuesw YY) UM JUIUWIDIUNOUUE SIUT UT Pasn due swIdy Fuimojjo) sy, #2410 21 01 2p0u AF ued ALed 1Y '900T WREIN HIPT 210J3q 10 UO PILSHES J0U S} UGIIPUOD 241 I
: o o o JuswaNndy
SNOLLINIIAQ ay) Jo Sutuis oY) jo skep i Uty 19sTyINg ay) £q pAdnpucd aq 01 dncin DY 21 JO M31A 25udditp
. "sassauisng Y10 pue-sionpoid 1awnsuos pjoyasaoy jo Aiddns vy sjusunsaaut 018sjens apew osje dnoin anp 2Y) JO 1INs31 3YY Yitw pIysues uraq saseydng ayl 03 193fgns st uswa1y S Jo vonajdwe)
YL “3uipeyy pue jwowdojaasp A11adcid pue’saninoss jo Suipeny syl pue ‘11052008 LOHEIINNWWOII[IY ruonypuo)
‘pue_ sponpord PIUCIDIZID . PIOYISNOY ‘SYSIPIULW ‘SINIFSSED OOPIA PUE OIPNE ‘SISUUEDS ‘SIALIP . . S :
‘gipawr 39ei0rs pue 52110859200 131ndwios jo Junoyiew pue uonnquusip 9yl (AAC Pue AA-AD ‘¥-AD V61vS0'6E$H
JO UONIBIDPISUOD B 10§ ueo] s Japjoyaueys ays (7) v:a Jimoiny pidey jo jeuded sseys panssi 2anud
1“systp Addogy b:sE:& m_qu owEo.m eiep jo Junayiew pue uvoynginsip ‘Sunnisejnuew ay) *syoapord ow Gunu daa 5 nd 1aSEUAINA D & 1195 01 D2os3e JOPUIA 3
jS1C2I20(2 Jawnsu0s pue s1npoid pajeras saindwod jo 3uipes ay) ur pagedus Lyjedyound st dnoig sy, W Bunuasasdal aseys JtS 3yl (i) dseyoind ot poaiSe Jaseyding Syl pue 1195 01 PIAITE JOPUIA YL
i . ] JaseydIng S parwi] uonisod i1sag
1awaI3y sy jo spieyap 1aipany Suiureiuod s1apjoyaleys o) paydiedsap aq [jIm JB[NIID Y 10pUIA SB PoNMWIT] SBRUTI 1958 fwawaniRy awm o1 satued
w_ mo_zx m::ﬂq uE uo v_ SE_EU I3pUn UONDESURI} I[qEISO|ISIP v saIMNSU0D Juswady oy, 9007 ‘YR U6 - - eQ
! ) zoﬁ<2~5mz~ TVHANED , A INTFWATAOV GHL
. " . . .u_n.mnon“

: i i e "P61°¥SO 6ESMH JO 913 3[eS ays te ueoT] 5, 13pjoysseyg ay) pue yimoin pidey jo [endes sseys ?,v:mw_ 21nup 3y Junuasaiday
‘yimoin pidey ui a1eysg o[ u:_ umn:u::u 01 paosde 135eyoing o1l Pue [Jos 01 paoiFe A|[RUOINPUOI JOPUIA 341 YOIy OF juensind JOSEYDING Y] YiIM JUSWS2I3Y oY) OJUI PAISIUD JOPUIA I ‘9007 ‘YIEW Y16 UO

Lo | _m NOILDVSNVIL HTdVHSOTOSIA

(5LT :2po) Wo0IS)
(K11qo1y panui] ysgm vpmusdg wr paiiodiosuy)

THLINI'T SONIA'TOH ANNVH

CZZ,\I

JUUIZOUNOUUD .2.: Jo siuauod ay; fo 14vd Kup 40 Fjoym ayr vodn 22upN24 UY 10 WO BuiS1iD 12430SM0Y $SO] KUD 10f 13430S1DHM
5::.:5 A:a .E:m}ﬂi bEESﬁ h:c §$2u2121dwod 40 £o04nd20 $13 01 SO uONDIU3SIIdas ou SYDW “‘JudWAIUNOUUD SIY) fO StuA0D 2y 40f K11qisuodsas ou saxpi pajpuyy Suoy Suoy fo a8upydxyg yoois Y|

' B

- §

&z




9007 ‘Yd1eN Y16 ‘Buoy Suoy
upwIDY )
sapaBy) ‘Bundy yomy usy) Iq
pauy sdupjoy Luusy
JO S1012211p JO pIeOq 3y} JO JIplo Ag

ef 14D wis N

ydasor ‘we-] Sury Suopy IN

eAly ‘deT ey YoMy IN

siouely ‘ueg ui] uang 1N

=I84012243(] 241IN22XI-UON Juapusdapuy

(40122.00q Sup8vuppy Kindaqg) preysry ‘uans] nig 1n IN
(4010241q SuiSouppy) ey ‘dex 1q

(upuriroy)) sapiey)) ‘Gunay] yomy uey) g

—:84012241(] 24N3IXT

-ISMO[[0] Se aJe $20)03.1(] 24} ‘W2 UnoULE SIY) JO 3ep Y} 1B sy

ci8a1eng jeide) Jo Lieipisqns paumc-£jjoym e pue

spue|s] :.m:> __Z:._m ayr u vo_EoEouE Auedwoo v ‘panuny a8eue |y 19ssy Jopuap,,

-,

pue ‘papw] Fuoy Suoy Jo afueydxg ¥o01S oY) A3ueyoxg Y0018,

80T s,39p[0YoIRYS,,

'10113jdWo) JO arep Y] 18 SE JOPU3A 2Yi O] UMOJ, puR|S] WOlj anp syunowe (e

‘yimoan pidey Jo _5:._8 d1eys panssy A1Ud oy Sunuossordas .u:Em 1
i

«J2Ieys ofes,,
‘spue|s|

n3IA ysnug 2y ut paerodioour Kuedwod e ‘panu s1yoid wmoln pidey LJimoln pidey,,

O A B ‘saLreIpISQNS w: pue yimoin) pidey «dnoin oy,
o .‘ i ..»E&Ecu 3y} Jo AIRIpIsgns paumo- a:o:k 10911pUl UR pue -
.v:a_m_ =_w_.> ;w::m oy uy pajesodiodul Aurdwod B pajwy] uonsod I1sag Jaseyaing,,
o - ‘3uIpping eyl Jo 100}} }1inoj 3y) uo saseds
_._:R 122 INOJ pur peoy NODIEH 7| “ISMO] BOIIdWY JO v:_wm ‘100 1S) ¢ Kuadoig,,
' ‘spuejs]
11311A ystag oy w1 paierodioour Auedwod v “pi SPIMPHIOA YOHONIW : Jouonsp,

todueyoxg Y0015 A WO saNNAAG Jo unsi oY) SuluidA0n sa|ny ays S3[ny Sunsiy,

' i{8uoy Suoy ur pajesodiosus Auedwod 8 ‘PIUITT UMO], puB(s] JUMO], pueis],,

‘sareipisqns s)t pue Auedwo) ayy Jdnoip,

tAuedwio)) 3y} Jo SI0)IIP Y} Ss101021(,,

ssopny Junsip ayl ut o)a1ayy paqudse Juiueows oyl sy | (S)UOSIdY PaIdAULD)D),,

“

. tuona|dwo)) jo 21ep ay) vo
papud dnoin Hy a2y jo pouad asusrayar Fununosse 21y Jo yoadsar ur dnoin
DY 2 JO 1nodde sso] pue 1joid pajepiicsuod pajipnrun 3y pue uona[dwo)
Jo ajep 241 e se dnoin) DY 2Y) Jo 129YS AdURjEQ PIIEPIJOSUOD pAIpREUN IY)

.S1unod2oy
uonajdwo),,

‘wieass sawoosui JuroTuo ue yita
KLuedwo?) ay) apiaoid 01 pajoadxa s1 pue asodund [eiuas yoj play 2q 01 papunul st Auadoad 2yl jo jjey
Guimiewas oy yuawaFeuew Joj UOIIBOO] JUIIUDAUOD JI0W € 0) IDIJJO PEIY S)I JO UCHIEIO|3) J0) Auedwo)
ay) £q pasn aq jiim Kuadoag ayy jo ey A 21ewnxosdde jey) poapuajul st )] "SUCUIPUOD 1INIEW JUILIND
30 mara ut Liradoad ayy uy asoaut o) Auedwo)) ays Joj Anumsoddo pood e sopiacsd 1wawanady syy

NOLLDVSNVUL AHL JO SLIJANIM ANV HOd SNOSYHY

‘SJunoddY :O_uu_QEOU ) uo :._OEQO‘_MGw:v $1 2191
J1 S1lUnoddy :O:O—QEOU 341 jo jipne -:0?:0&0@—: ue wouj whnv L Uiilm 10 JUnoddy :O_—D_QEOU Yy jo
yuswaaide uo >_0~a_UUEE_ BEli e “1Sa1a)ul Inoyim JOPU3A Y] 01 Jaseyding a3yl %D U_NQ 2q ||eYysS Jiejaoys
Kue pue 183i3tuf 1noy)im Jaseyaungdg 241 01 JOPUIA 3y >£ pauimial 3q [jeys :O:U_QEOU uo —:NQ $S3IX9
..mu...<- ...)m”) h-eu.ﬂrxw 2o IopUDA oYl 0F loseuoang

ue ‘a1 uvonojdwo] 3yl 210jaq 1

o2y Aa pyed 20 treys £c1'sont e 01 tenhd yunome

s Rkl * B S EA B g Y YaU Liean

paaude uvaq Jou sey SUNOIIY uord|dwo) Y Jeyl JudAd Yy uf

P61 ¥SO'LESHH
uey) s$3] Jo 1a1ea1d S1 s1Unodsy uondjduo)) sy ut umoys se dnoin NY Y Jo (ueoj s sopjoyleys
SuIpn|ox2a) anjea 19sSE 12U oY) YOIym junowe ue £q ‘SISeq JE[[OP JOJ JB]JJOP B UO SPIEMUMOP pue
spiemdn paisnfpe aq 01 ST (6] 'PSO'LESTH "2°'1) UONRISPISUOD 3Y) JO 2oukieq oY) ‘vonsjdwo) uodn (1)

pue fjuawd2idy ayi Jo Juudis uoda ¢0O'000‘TSHH (U

) 1SMO0]]0] SE PIYSnes oq [[rYs pur
(ruaunsnlpe o) 123[qns) p61*PSO‘6ESHH SI WaWa1Ty 2y Japun Jopuap ayl 0) 2jqeked uonerIPISucd ayy,

*$221n0S§31 [euadul s, Auedwo)) syl Aq papun] aq ||IM UONEISPISUOD Y|

“AHUIDIA SUIES 3Y) U1 SUOIIIPUOD JB|IUIS Yitm §3111adosd [BIOISWWG)
10 2o11d 1axdews oY) pue 1s0das uonenjeA 3Y) UO paseq IISEYIING SYI PUB JOPUIA Y} UdIM)3qQ uoneodau
y33us] s,wie Ja1e 18 paAllie sem Judwaaldy oyl Japun aseyoungd 1 £q d)qeded uoneiapisuod Ay

:uopBIIPISUC)

'900¢ ‘YSIEY Y19 18 SE 009°000°CE | $MH 318 K11adoig o) panjea sey ranjea Judpuadopul iy

‘wor|iw £°[§)H A|orewixoidde sy dnoin oy u.;_ Jo uonexe)

J31e $50] 19U pue uoljjiw o [ 1$NH APrewixosdde s1 dnoin Y 2yl Jo Li[iqer] 1 31 ‘HO0T "YIIEW
1| papuad 1eak oyl 10§ dnosn DY 2Yl JO SIUSWIRIS [EIDUBUIJ PIIEPHOSUOD PAJIPNEUN Y1 UO PIsey]

. Kuadorg oy
10 2WOdUY [B)uad wolj paatisp sem daoln Dy jo wjoad 3y uoljjiw g ggH Ajsiewixosdde st uonexe
1215e 1joad 12u ay) pue uoriw Z'g$NH Latewixoidde si dnoin HyY a1 jo Aitjiqe] 1wu Y ‘6H0T
‘YaIeN IS € papuo 123k oY) Joj dnoin HY JO SIUBWIRIS [RIDUBUL] PIIBPIOSUOD PIlIpNRUN I} UO Pasey

Jaseyaang ) Aq paumo-A[jogm oq jiian Yimol pidey wawsaidy oy jo uonsduwro) 121y

‘Kuedwo)y ayr £q papiaoad aq o) sojuesend sjesodiod v £q painsqns 2q uondjdwoy) 1e
|li4 pUE pasea)al 3q |14 ueoT] yIg 2inas o1 a1Faieng jende) Aq usard sasuerend jpe ‘vonajdwo)
ay} 0) Jo11gd “Jaseysind oY) 01 WAWAy sy ul paiedwojuos aleyg 2{B§ 2Y) Jo J9JSUB) IY) JO) pAtIwI
vISY IS JO jueg SY] W01} JUISUOD UM JIAIBP [[BYS JOpUdp 3Y) ‘uonppjdwo) uQ ‘ueo} yvig
ay) JoJ K3anoas se pawi visy Iseq jo yueq 9yl o1 pafedirow st Kuadosg syl ~Kisadord oyt spioy
umojl Pue|s| ‘umo], puesy jo jelides aseys panssi o) Jo A1oan0adsol 941G pue %6y PIOY Yimoin pidey
PUE YDL20M)3P YOO Sumo-Af[oym imosD pidey -ajo1yaa Juiploy Juswisaaul ue si yimos pidey

otfajeng fende) jJo Kieipisqns paumo-Ajjoym e pue Kuedwod Suipjoy JuaunsIAUL UB SI IOPUIA Y]

‘Auedwo)) ay) Jo SUOSId4 Palaauuc)) pue
Kuedwo) sy3 jo yuspuadopur asimiaylo st pue Auedwo)) 2yl JO UOSIAG PIIOAULOT) B 10U SI JOIUIA )




(U e e e

HANND

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

DISCLOSEABLE TRANSACTION:
DESPATCH OF CIRCULAR

The circular in relation to Agreement will be despatched on 27 March,
2006. The Company also wishes to clarify a typographical error in the
Announcement in relation to the Agreement.

Reference is made to the Company’s announcement (“Announcement”)
dated 9th March, 2006 in relation to the Agreement pursuant to which the
Company, through its subsidiary agreed to acquire the Sale Share in Rapid
Growth and the Shareholders Loan. Terms used in this announcement shall
have the same meanings as ascribed thereto in the Announcement.

The Company wishes to announce that the circular in relation to the
Agreement will be despatched on 27th March, 2006.

The Company also wishes to clarify a typographical error in the ~_
Announcement as follows. '

Upon Completion, the balance of the consideration (i.e. HK$37,054,194) )
is to be adjusted upwards and downwards on a dollar for dollar basis, by e
an amount which the net asset value (excluding shareholder’s loan) of the o
RG Group as shown in the Completion Accounts is greater or less than N
HK$39,054,194 (not HK$37,054,194 being a typographical error in the '
-Announcement dated 9th March, 2006).

Executive Directors:~ Independent Non-executive
Dr. Chan Kwok Keung, Charles Directors:~ . L
(Chairman) T "~ "Mr. Yuen Tin Fan, Francis '
Dr. Yap, Allan (Managing Director) Mr. Kwok Ka Lap, Alva
Mr. Lui Siu Tsuen, Richard Mr. Wong King Lam, Joseph
(Deputy Managing Director) Mr. Sin Chi Fai
By order of the board of directors of
Hanny Holdings Limited

Kam Yiu Sai, Florence
Company Secretary

Hong Kong, 24th March, 2006




THIS CIRCULAR IS IMPORTANT AL\,TD R‘EQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
immediately consult your licensed securities dealer, bank manager, solicitor, professional accountant or

other professional adviser.

If you have sold or transferred all your shares in HANNY HOLDINGS LIMITED, you should at once
hand this circular to the purchaser or the transferee or to the bank, the licensed securities dealer or other
agent through whom the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

circular.

HANND

ViSIONS AWEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

Stock Code: 275
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DISCLOSEABLE TRANSACTION

27th March, 2006
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meanings:

“Agreement”

“Announcement”

“BEA Loan”

“Board”

“Capital Strategic”

“Company”

“Completion”

“Completion Accounts”

“Connected Person(s)”
“Directors”

“Group”

“HK$”

“Hong Kong”

“Island Town”

“Latest Practicable Date”

“Listing Rules”

“Metrorich”

"~ DEFINITIONS §
kY !
{

b
In this circular, unless the context otherwise requires, the following expressions have the fol\lowing

i

\
the conditional sale and purchase agreement dated 9th March,
2006 entered into by the Vendor and the Purchaser in relation to
sale and purchase of the Sale Share 1‘
|
the announcement dated 9th March, 2006 issued by the Company
in relation to the Agreement \
a loan in the principal amount of HK$93 million made by The
Bank of East Asia Limited to the Vendor, secured by a mor‘\tgage

on the Property |

the board of Directors

[
Capital Strategic Investment Limited, a company incorporated in
Bermuda with limited liability and the shares of which are listed

on the main board of the Stock Exchange |

|
Hanny Holdings Limited, a company incorporated in Bermuda

with limited liability and the shares of which are listed on the
main board of the Stock Exchange

‘

z
completion of the Agreement ;
|
the unaudited consolidated balance sheet of the RG Group as at
the date of Completion and the unaudited consolidated profitland
loss account of the RG Group in respect of the accounting reference
period of the RG Group ended on the date of Completion }\

|
has the meaning ascribed thereto in the Listing Rules |

the directors of the Company \

the Company and its subsidiaries 1

\
Hong Kong dollars, the lawful currency of Hong Kong i
|

the Hong Kong Special Administrative Region of the Peopl%’s
Republic of China \

Island Town Limited, a company incorporated in Hong Kong

1
. . . |
22nd March, 2006, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained therein

the Rules Governing the Listing of Securities on the Stoc
Exchange

Virgin Islands

K
|
|
Metrorich Worldwide Ltd., a company incorporated in the Britis}r
\
|
|




DEFINITIONS

“Property”

“Purchaser”

“RG Group”

“Rapid Growth”

“Sale Share”

“Shareholder’s Loan”

“Shareholders”
“Stock Exchange”

“VYendor”

31st Floor, Bank of America Tower, 12 Harcourt Road, Hong
Kong and four car park spaces on the fourth floor of that building

Best Position Limited, a company incorporated in the British Virgin
Islands and an indirect wholly-owned subsidiary of the Company

Rapid Growth and its subsidiaries

Rapid Growth Profits Limited, a company incorporated in the
British Virgin Islands

1 share, representing the entire issued share capital of Rapid
Growth

all amounts due from Island Town to the Vendor as at the date of
Completion

shareholders of the Company

The Stock Exchange of Hong Kong Limited

Asset Manage Limited, a company incorporated in the British
Virgin Islands and a wholly-owned subsidiary of Capital Strategic




LETTER FROM THE BOARD

HANN\)

VISIONS AHEAD

HANNY HOLDINGS LIMITED

{Incorporated in Bermuda with limited liabiliry)

Stock Code: 275

Executive Directors:

Registered Office:
Dr. Chan Kwok Keung, Charles (Chairman)

Clarendon House

Dr. Yap, Allan (Managing Director) 2 Church Street
Mr. Lui Siu Tsuen, Richard (Deputy Managing Director) Hamilton HM 11
Bermuda

Independent Non-executive Direciors:
Mr. Yuen Tin Fan, Francis

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai

Head office and principal place
of business in Hong Kong;
8th Floor, Paul Y. Centre |
51 Hung To Road \
Kwun Tong l,
Kowloon |
Hong Kong l.
b
|
|
|

27th March, 2006

To the Shareholders and,

for information only, to the holders of share options granted under
the Company’s share option scheme

Dear Sir or Madam,

?
\
\
t
\
\

DISCLOSEABLE TRANSACTION

INTRODUCTION

|
|

It was stated in the Announce ment that on 9th March, 2006, the Vendor entered into the Agreemlent
with the Purchaser pursuant to which the Vendor conditionally agreed to sell and the Purchaser agreed, to

purchase the Sale Share in Rapid Cirowth, representing the entire issued share capital of Rapid Growth
and the Shareholder’s Loan at the sale price of HK$39,054,194.

The Agreement constitutes a discloseable transaction for the Company under Chapter 14 of the
Listing Rules. This document contains details of the Agreement as required under the Listing Rules.

THE AGREEMENT
Date: 9th March, 2006
|
Parties to the Agreement: Asset Manage Limited as Vendor
Best Position Limited as Purchaser

\
The Vendor agreed to sell and the Purchaser agreed to purchase (1) the Sale Share representing the

entire issued share capital of Rapid Growth and (2) the Shareholder’s Loan for a consideration of
HK$39,054,194. t

\
\
|
\

|




LETTER FROM THE BOARD

Condition:

Completion of the Agreement is subject to the Purchaser being satisfied with the result of the due
diligence review of the RG Group to be conducted by the Purchaser within 14 days of the signing of the
Agreement.

If the condition is not satisfied on or before 24th March, 2006, either party can give notice to the
other (provided it is not in breach of certain terms therein) to terminate the Agreement and the parties
shall not have any further claims against each other, save in respect of antecedent breaches and the
Vendor shall forthwith return all amounts received by it under the Agreement to the Purchaser, without
interest. Completion will take place on 28th March, 2006 or such other day as the parties may agree in
writing.

Rapid Growth:

As at the Latest Practicable Date, ITC Corporation Limited, a substantial shareholder of the
Company, which holds approximately 24.28% of the issued share capital of the Company, holds
approximately 8.18% of the issued share capital of Capital Strategic. Dr. Chan Kwok Keung, Charles, the
chairman of the Company, holds approximately 34.66% of the issued ordinary share capital of ITC
Corporation Limited.

To the best of the Directors’ knowledge, information and belief having made all reasonable enquiries,
the Vendor is not a Connected Person of the Company and is otherwise independent of the Company and
Connected Persons of the Company.

The Vendor is an investment holding company and a wholly-owned subsidiary of Capital Strategic.

Rapid Growth is an investment holding vehicle. Rapid Growth wholly-owns Metrorich. Metrorich
and Rapid Growth hold 49% and 51% respectively of the issued share capital of Island Town. Island
Town holds the Property. The Property is mortgaged to The Bank of East Asia Limited as security for the
BEA Loan. On Completion, the Vendor shall deliver written consent from The Bank of East Asia Limited
for the transfer of the Sale Share contemplated in this Agreement to the Purchaser. Prior to the Completion,
all guarantees given by Capital Strategic to secure BEA Loan will be released and will after Completion
be substituted by a corporate guarantee to be provided by the Company with the Company’s obligation
thereunder not exceeding all amounts (including the principal and interest) due under the agreements
relating to the BEA loan.

After Completion, Rapid Growth will be wholly-owned by the Purchaser.

Based on the unaudited consolidated financial statements of RG Group for the year ended 31st
March, 2005, the net liability of the RG Group is approximately HK$8.2 million and the net profit after
taxation is approximately HK$2.8 million. The profit of RG Group was derived from rental income of the
Property.

Based on the unaudited consolidated financial statements of the RG Group for the year ended 31st
March, 2004, the net liability of the RG Group is approximately HK$11.0 million and net loss after
taxation of the RG Group is approximately HK$1.7 million.

An independent valuer has valued the Property at HK$133.0 million as at 6th March, 2006.
Consideration:

The consideration payable by the Purchaser under the Agreement was arrived at after arm’s length
negotiations between the Vendor and the Purchaser based on the valuation report and the market price of
commercial properties with similar conditions in the same vicinity.

—————————
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|
The consideration will be funded by the Company’s internal resources. g

The consideration payatle to the Vendor under the Agreement is HK$39,054,194 (subject to
adjustment) and shall be satisfied as follows: (1

(1) HK$2,000,000 upon signing of the Agreement; and |
(ii) upon Completion, the balance of the consideration (i.e. HK$37,054,194) is to be ad}usted
upwards and downvards on a dollar for dollar basis, by an amount which the net asset[value

(excluding shareho'der’s loan) of the RG Group as shown in the Completion Accoupnts

greater or less than HK$39,054,194. ‘}

In the event that the Completion Accounts has not been agreed on or before the Completion Date,
an amount equal to HK$37,054,194 shall be paid by the Purchaser to the Vendor on Completion.\\ Any
excess paid on Completion shall be returned by the Vendor to the Purchaser without interest and any
shortfall shall be paid by the Purchaser to the Vendor without interest, either immediately on agreement
of the Completion Account or within 7 days from an independent audit of the Completion Accounts if
there is disagreement on the Comopletion Accounts. ‘

\
|
On the basis that approximately half of the Property will be retained for the Group’s own use as

head office and the remaining half of the Property will be rented out, it is estimated rental mcome of
approximately HK$3.4 million wi'l be generated yearly. Since the consideration paid was determmed by
reference to the market value of the Property, the transaction is not expected to have a significant effect
on the earnings and the net asset value of the Group. \

REASONS FOR AND BENEFITS OF THE TRANSACTION &

The Agreement provides a good opportunity for the Company to invest in the Property in view of
current market conditions. It is intended that approximately half of the Property will be used by the
Company for relocation of its head office to a more convenient location for management. The remain\'ng
half of the Property is intended to be held for rental purpose and is expected to provide the Company
with an ongoing income stream. \

GENERAL INFORMATION ‘\

\

The Agreement constitutes a discloseable transaction under Chapter 14 of the Listing Rules. ‘

The Group is principally engaged in the trading of computer related products and consumer
electronic products, the manufacturing, distribution and marketing of data storage media (primarily floppy
disks, CD-R, CD-RW and DVD), the distribution and marketing of computer accessories and storaée
media drives, scanners, audio an¢. video cassettes, minidisks, household electronic products and
telecommunication accessories, and the trading of securities and property trading. The Group also made

strategic investments in supply of household consumer products and other businesses. ‘

Your attention is drawn to the general information regarding the Group which is required to be
included in this circular under the Listing Rules as set out in the appendix of this circular.

Yours faithfully,
For and on behalf of the Board of
Hanny Holdings Limited %
Dr. Chan Kwok Keung, Charles
Chairman ]
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Group. The Directors collectively and individually accept full
responsibility for the accuracy of the information contained in this circular and confirm, having made all
reasonable enquires, that to the best of their knowledge and belief, there are no other facts the omission
of which would make any statement herein misleading.

DISCLOSURE OF INTERESTS

(i)  Directors’ interests and short positions in the shares, underlying shares and debentures of
the Company

As at the Latest Practicable Date, the interests and short positions of the Directors of the Company
in the shares, underlying shares and debentures of the Company and its associated corporation (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)) which: (a) were required to
be notified to the Company and the Stock Exchange pursuant to Divisions 7 and § of Part XV of the SFO
(including interests and short positions which they are taken or deemed to have under such provisions of
the SFO) or pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”), or (b) were required to be entered in the register kept by the Company pursuant to
Section 352 of the SFO, were as follows:

(a)  Interests in the shares of the Company

No. of Approximate
shares % of the issued

Name of Long position/ Nature of  held in the share capital of
Director Short position  Capacity interest Company the Company
Dr. Chan Kwok Long position Beneficial Personal 1,600,000 0.67%
Keung, Charles owner interest
(“Dr, Chan™)
(Notes 1&2) Long position Interest of Corporate 57,614,948 24.28%
controlled interest
corporation
Dr. Yap, Allan Long position Beneficial Personal 1,600,000 0.67%
(Note 3) owner interest
Mr. Lui Siu Tsuen  Long position Beneficial Personal 3,350,000 1.41%
Richard owner interest
Notes:
1. This interest does not include interests in underlying shares of equity derivatives of the Company. This

interest needs to be aggregated with those set out in sub-paragraph (b) below to give the total interest of
Dr. Chan in the Company.

2. Dr. Chan is deemed to have a corporate interest in 57,614,948 shares by virtue of his interest in Chinaview
[nternational Limited (“Chinaview”). This interest was detailed and duplicated with the interests as shown
in the paragraph “Interests and short positions of Shareholders discloseable under the SFO” below.

3. This interest does not include interests in underlying shares of equity derivatives of the Company. This
interests needs to be aggregated with those set out in sub-paragraph (b) below to give the total interests of
Dr. Yap, Allan in the Company.
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l
(b)  Interests in equity derivatives (as defined in the SFO) of the Company ‘]
|
Appro\ximate
Leng %" of the
position/ Number Exercise issueq share
Name of  Short Nature of Exercisable of share price capital of
Director  position Capacity  interest  period options  per share  the Company
HKS }
|
Dr. Chan Long Beneficial  Personal  8.31.2001to 4,000,000 2.9888 11.68%
position owner interest 8.30.2006
|
Dr. Yap, Long Beneficial ~ Personal  8.31.2001to 3,250,000 2.9888 1.36%
Allan position OWnEr interest 8.30.2006 \
(c) Interests in associated corporation (as defined in the SFO) of the Company }
|
Interests in PSC Corporation Ltd (“PSC™) ‘)
I
Approximate
Long No. of % of the
position/ share Exercise  issued s}hare
Name of  Short Nature of Exercisable options price capital
Director  position Capacity  interest  period held in PSC  per share of the \]PSC
§$ |
|
Dr. Yap, Long Beneficial ~ Personal  8.20.2004 to 5,000,000 0.086 027%
Allan position owner interest 8.19.2013 \l
|
Mr. Lui Siu Long Beneficial ~ Personal 8.20.2004 to 2,000,000 0.086 0.1i%
Tsuen, position owner interest 8.19.2013 i
Richard

Save as discloszd above, as at the Latest Practicable Date, none of the Directors of
the Company had: (a) under Divisions 7 and 8 of Part XV of the SFO, nor were they taken
or deemed to have uncer such provisions of the SFO, any interests or short positions in 1Iche
shares, underlying shares or debentures of the Company or any associated corporations
(within the meaning of Part XV of the SFO); (b) any interests which are required to'be
entered into the register kept by the Company pursuant to Section 352 of the SFO; or (c)
any interests which are required to be notified to the Company and the Stock Exchar{ge
pursuant to the Model Code. \
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(ii)  Interests and short positions of Shareholders discloseable under the SFO

So far as is known to the Directors of the Company, as at the Latest Practicable Date, the following
persons had interests or short positions in the shares or underlying shares of the Company which would
fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company under Section 336 of the SFO:—

(a)  Interests in the shares of the Company
Number of
underlying
shares
(unlisted Approximate
Long equity % of the
position/ No.of  derivatives of issued share
Name of Short shares of the  the Company) capital of
Shareholder position Capacity Company held held the Company
Ms. Ng Yuen Long Interest of 57,614,948 - 24.28%
Lan, Macy position spouse
{Note)
Ms. Ng Yuen Long Interest of 1,600,000 4,000,000 2.36%
Lan, Macy position spouse
(Note)
Dr. Chan Long Interest of 57,614,948 - 24.28%
{Note) position controlled
corporation
Dr. Chan Long Beneficial 1,600,000 4,000,000 2.36%
(Note) position owner
Chinaview Long Interest of 57,614,948 - 24.28%
(Note) position controlled
corporation
Galaxyway Long Interest of 57,614,948 - 24.28%
Investments position controlled
Limited corporation
(“Galaxyway™)
(Note)
ITC Corporation Long Interest of 57,614,948 - 24.28%
Limited (“ITC™) position controlled
(Note) corporation
ITC Investment Long Interest of 57,614,948 - 24.28%
Holdings Limited position controlled
(“ITC Investment”) corporation

(Note)
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|
|
Number of |
underlying \
shares |
(unlisted Approximate
Long equity % |of the
position/ No. of  derivatives of issued share
Name of ishort shares of the  the Company) cap?tal of
Shareholder position Capacity Company held held the Con‘lpany
. |
Mankar Assets Iong Interest of 57,614,948 - 24}.28%
Limited position controlled ]
(“Mankar”) corporation |
{Note) \
Famex Long Beneficial 57,614,948 - 2{.28%
Investment position owner |
Limited |
(“Famex”) |
(Note) “
Deutsche Bank Long Beneficial 2,774,585 - 1.‘:16%
Aktiengesellschaft  position owner l\
Deutsche Bank Lang Security 20,642,434 - 8*70%
Aktiengesellschaft  position interest \
Christian Emil Long Beneficial 16,944,541 - 7.14%
Toggenburger “osition owner i
Christian Emil Loag Interests held 4,400,464 - 1.85%
Toggenburger position jointly with L
another person \‘
Aeneas Capital Long Investment 11,896,000 - S.Oi’l%
Management LP position manager }

!
i
|

|
Famex is a wholly-owned svbsidiary of Mankar. Mankar is a wholly-owned subsidiary of ITC Investment, which
in turn is a wholly-owned sibsidiary of ITC. Galaxyway, a wholly-owned subsidiary of Chinaview, owns more

than one-third of the issued ordinary share capital of ITC. Dr. Chan owns the entire issued share capital of
Chinaview. Ms. Ng Yuen Lan, Macy is the spouse of Dr. Chan. Mankar, ITC Investment, ITC, Galaxyweey,
Chinaview, Dr. Chan and Ms. Ng Yuen Lan, Macy are deemed to be interested in 57,614,948 shares of the
Company which are held by Famex. Ms. Ng Yuen Lan, Macy is deemed to be interested in 1,600,000 shares and
4,000,000 underlying shares (in respect of unlisted equity derivatives) of the Company held by Dr. Chan. |
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(b)  Substantial shareholding in other members of the Group

As at the Latest Practicable Date, so far as is known to the Directors of the Company, the
following are parties, other than a Director, who are, directly or indirectly, interested in 10% or
more of the nominal value of any class of share capital carrying rights to vote in all circumstances
at general meetings of any other member of the Group:

% of the issued

Name of subsidiary Name of Shareholder share capital
Digital Communications Limited Global 2000 Management Limited 40%
Memorex Holdings Limited Global Media Limited 35%
Sino Partner Holdings Limited Tian Pu Jun 17%

Save as disclosed above, the Directors of the Company are not aware that there is any party
(not being a Director of the Company) who, as at the Latest Practicable Date, had an interest or
short positions in the shares and underlying shares of the Company which would fall to be disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who is,
directly or indirectly, interested in 10% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any other member of the Group
or had any options in respect of such shares.

LITIGATION

As at the Latest Practicable Date, none of the Company nor any of its subsidiaries is engaged in
any litigation or arbitration of material importance and no litigation or claim of material importance is
known to the Directors to be pending or threatened against the Corapany or any of its subsidiaries.

SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors has a service agreement with the Company
which is not determinable by the Group within one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at the Latest Practicable Date, none of the Directors and his/her respective associates was
considered to have an interest in a business which competes or is likely to compete, either directly or
indirectly, with the business of the Group other than those businesses to which the Directors and his/her
associates were appointed to represent the interests of the Company and/or the Group.

~10 -
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MISCELLANEOUS

a. In the event of any inconsistency, the English text of this circular shall prevail ovel;r the
Chinese text.

b. The qualified accountant of the Company is Mr. Lui Siu Tsuen, Richard, who is a fellow
member of The Hong Kong Institute of Certified Public Accountants.

c. The company secretary of the Company is Ms. Kam Yiu Sai Florence, who is an associate
member of the Institute of Chartered Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries. |

d. The registered office of the Company is situated at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda and the head office and the principal place of business of the
Company in Hong Kong is at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong,
Kowloon, Hong Kong. \

}
e. The Hong Kong branch share registrar and transfer office of the Company is Secretaries

Limited of 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong.
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Date: 29 May 2006 “URpOR AT E TATIO 4,
AP
frug
Office of International Corporate Finance
Securities & Exchange Commission
Room 3628
100F Street North East
Washington DC 20549
US.A.
By AIRMAIL
Dear Sirs,

HANNY HOLDINGS LIMITED (“Company”)
- ISIN US 41068T2087

We enclose the following announcements/circular issued by the Company during the month of
April 2006 for filing under the ISIN US 41068T2087:

Date Document type Subject matrter

1. 10 April 2006 Announcement Very substantial disposal: Despatch of
circular

2. 10 April 2006 Announcement Notice of special general meeting

3. 27 April 2006 Announcement Very substantial disposal: Results of special
general meeting

4. 27 April 2006 Joint Announcement  Discloseable transaction in relation to

‘ Hanny’s undertaking and the underwriting

agreement

5. 28 April 2006 Joint Announcement  Major transaction: Subscription of
convertible riotes and resumption of trading

6. 10 April 2006 Circular Very substantial disposal

Thank you for your attention.

Yours faithfully,
For and on bebalf of
HANNY HOLDINGS LIMITED

V—\/'

Florence Kam
Company Secretary

Encl

O:\Hanny 2006\Corresp0ndence\Letter\OG@é@ké&%% BES1RRECER 878

8/F, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowicion, Hong Kong
Tol' Q57 2790772 Fay' (AC?) 2COQ.NANS IGeanerall 7 IRO2EETA (ArrAr mtc)
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HANNY HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability)
(Stock Code: 275)

VERY SUBSTANTIAL DISPOSAL:
DESPATCH OF CIRCULAR

The Company announces that the circular containing (i) further details of the Disposal; (ii)
financial and other information of the Group; (iii) pro forma financial information of the
Remaining Group; and (iv) notice of the SGM has been despatched to the Shareholders on 10
April 2006. The Company also wishes to clarify the payment and escrow arrangements of the
Disposal upon Completion.

Reference is made to the announcements issued by Hanny Holdings Limited dated 26 January 2006
(the “Announcement™) and 16 February 2006 in relation to a very substantial disposal by the Group
of the assets of the Vendor that relate to the business of the design, development, marketing,
distribution and sale of hardware, media and accessories used for storage of electronic data. Terms
used herein shall have the same meanings as those defined in the Announcement unless the context
requires otherwise.

The Company announces that the circular containing (i) further details of the Disposal; (ii) financial
and other information of the Group; (iii) pro forma financial information of the Remaining Group;
and (iv) notice of the SGM has been despatched to the Sharehiolders on 10 April 2006. The SGM
will be held on 27 April 2006.

The Company also wishes to clarify the payment and escrow arrangements of the Disposal upon
Completion. As disclosed in the Announcement, upon Comp]etion the Purchaser will place
US$41,000,000 (equivalent to approximately HK$318,365,000) into two escrow accounts maintained
with a bank which is independent of the Company. The Company wishes to clarify that such
amount will be paid by the Purchaser out of the amounts payable on Completion to the Vendor
(being the Initial Consideration after adjusting for an estimated amount of adjustment in relation to
the Completion Date Net Current Asset Amount based on the ¢stimated consolidated balance sheet
of the Vendor and the Disposed Companies as at the Completxon Date), and is not an amount
additional to the Initial Consideration. e meem -

As at the date of this announcement, the Directors are as follows :

Executive Directors : Independent Non-executive Directors :

Dr. Chan Kwok Keung, Charles Mr. Yuen Tin Fan, Francis
(Chairman) Mr. Kwok Ka Lap, Alva

Dr. Yap, Allan (Managing Director) Mr. Wong King Lam, Joseph

Mr. Lui Siu Tsuen, Richard Mr. Sin Chi Fai

(Deputy Managing Director)

By order of the board
HANNY HOLDINGS LIMITED
Kam Yiu Sai, Florence
. Company Secretary

Hong Kong, 10 April 2006
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HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)
NOTICE OF SPECIAL GENERAL MEETING

NOTICE 1S HEREBY GIVEN THAT a special general meeting of Hanny Holdings Limited (the
“Company”) will be held at Conference Room, 11th Floor, Faul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong on Thursday, 27 April 2006 at 10:00 a.m. for the purpose of
considering and, if thought fit, passing, with or without amendmerits, the following ordinary resolution
of the Company:

ORDINARY RESOLUTION

“THAT the disposal (the “Disposal”) to Imation Corp. (the “Purchaser”) of (i) all assets of the
Company’s subsidiary, Memorex International Inc. (the “Vendor”), relating to the electronic data
storage business of the Vendor; and (ii) Hanny Magnetics Europe Limited, Memorex Canada Ltd.,
Memorex Products Europe Limited, Memorex Products S.A.S., Memorex Products GmbH, Memorex
Products (Taiwan) Inc. and Memorex Products, Inc., on the terms set out in a sale and purchase
agreement (the “Agreement”) dated 19 January 2006 entered into between the Vendor and the
Purchaser, a copy of which has been produced and marked “A™ and signed by the chairman of the
meeting for the purpose of identification, be and is hereby approved.”

By the Order of the Board
Hanny Holdings Limited
Kam Yiu Sai, Florence
Company Secretary

Hong Kong, 10 April 2006
Registered Office:

___Clarendon House _. ... _ . __ _. .
2 Church Street

Hamilton HM 11
Bermuda

Head office and principal place of
_ . business in Hong Kong:

8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

As at the date of this announcement, the Board comprises of: . . .

Executive Directors: Independent non-executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman)
Dr. Yap, Allan (Managing Director)
Mr. Lui Siu Tsuen, Richard

(Deputy Managing Director)

Notes:

Mr. Yuen Tin Fan, Francis
Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph
Mr. Sin Chi Fai

I A member entitled to attend and vote at the special general meeting is entitled to appoint one or more
proxies to attend and vote instead of him. A proxy need not be a member of the Company. A member may
appoint a proxy in respect of part only of his holding of shares in the Company. Completion and return of
an instrument appointing a proxy will not preclude a member from attending and voting in person at the

special general meeting.

2. In order to be valid, the proxy form and the power of attorney or other authority (if any) under which it is
signed, or a certified copy of such power of authority, must be lodged at the Company’s branch share
registrar in Hong Kong, Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai,
Hong Kong, not tess than 48 hours before the time appointed for holding the special general meeting (or

any adjourned meeting).
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HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

VERY SUBSTANTIAL DISPOSAL
RESULTS OF SPECIAL GENERAL MEETING

The Board is pleased to announce that the ordinary resolution approving the Disposal was duly
passed at the SGM held on 27 April 2006. It is expected that completion of the Disposal will
take place on 28 April 2006.

Reference is made to the announcements issued by Hanny Holdings Limited dated 26 January 2006,
16 February. 2006 and 10 April 2006, and the circular of the Company dated 10 April 2006 (the
“Circular”™) in relation to a very substantial disposal by the Croup of the assets of the Vendor that
relate to the business of the design, development, marketing, distribution and sale of hardware,
media and accessories used for storage of electronic data. Terms used herein shall have the same
meanings as those defined in the Circular unless the context requires otherwise.

. The Board is pleased to announce that_the ordinary resolution approving the Disposal was duly

passed at the SGM held on 27 April 2006. It is expected that completion of the Disposal will take
place on 28 April 2006.

As at the date of this announcement, the Directors are as follows:

Executive Directors: Independent Non-executive Directors:
Dr. Chan Kwok Keung, Charles ('Ch}zirr_nizﬁ) Mr. Yuen Tin Fan, Francis
Dr. Yap, Allan (Managing Director) Mr. Kwok Ka Lap, Alva
Mr. Lui Siu Tsuen, Richard Mr. Wong King Lam, Joseph
{Deputy Managing Director) Mr. Sin Chi Fai

By order of the board
HANNY HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles

Chairman

Hong Kong, 27 April 2006







THE CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as tc the action to be taken, you should
immediately consult your licensed securities dealer, bank manager, solicitor, professional accountant or

other professional adviser.
If you have sold or transferred all your shares in HANNY HOLDINGS LIMITED, you should at once

hand this circular to the purchaser or transferee or to the bank, licensed securities dealer or other agent
through whom the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever

for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this

" circular.
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A notice convening a special general meeting of Hanny Holdings Limited to be held at Conference
Room, 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on Thursday, 27
April 2006 at 10:00 a.m. is set out on pages 147 to 148 of this circular. If you are not able to attend the
special general meeting, you are requested to complete and sign the form of proxy accompanying this
circular in accordance with the instructions printed thereon and return it to the branch share registrar of
the Company in Hong Kong, Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong, as soon as possible and in any event not later than 48 hours before the time
appointed for holding the meeting. Completion and return of the form of proxy will not preclude you

from attending and voting in person at the meeting or any adjournment of it should you so wish.
10 April 2006
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DEFINITIONS

In this circular, unless the context requires otherwise, the following expressions have the following

meanings:

“Agreement”

“Board”

“Business”

“China Strategic”

“Company”

“Completion”

“Completion Date”

“Completion Date Net

Current Asset Amount”

“connected person(s)”
“Directors”

“Disposal”

“Disposed Assets”

“Disposed Companies”

“EBITDA”

the conditional sale and purchase agreement dated 19 January 2006 and
entered into between the Vendor and the Purchaser in relation to the
Disposal

the board of Directors

the electronic data storage business of the Vendor and the Disposed
Companies to be disposed of by the Vendor pursuant to the Agreement,
and as defined in the paragraph headed “Assets to be disposed of” in the
letter from the Board in this circular

China Strategic Holdings Limited, a company incorporated in Hong Kong
with limited liability and the shares of which are listed on the Main
Board of the Stock Exchange

Hanny Holdings Limited, a company incorporated in Bermuda with
limited liability and the shares of which are listed on the Main Board of
the Stock Exchange

completion of the Agreement

date of Completion, which shall be the first date thereafter as of which
all conditions precedent to the Agreement shall have been satisfied or
validly waived or on such other date as may be mutually agreed by the
Purchaser and the Vendor

the excess of current assets over current liabilities of the
Disposed Assets but after exclusion of Excluded Assets and Excluded
Liabilities as at the Completion Date

has the same meaning as ascribed to it under the Listing Rules
directors of the Company

the proposed disposal of the Disposed Assets by the Vendor to the
Purchaser in accordance with the terms and conditions of the Agreement

all of the assets of the Vendor that relate to the Business, details of
which are set out in the paragraph headed “Assets to be disposed of” in
the letter from the Board in this circular

Hanny Magnetics Europe Limited, Memorex Canada Ltd., Memorex
Products Europe Limited, Memorex Products S.A.S., Memorex Products
GmbH, Memorex Products (Taiwan) Inc. and Memorex Products, Inc.
which are wholly-owned subsidiaries of the Vendor prior to the Disposal

earnings before interest, tax, depreciation and amortisation




“Excluded Assets”

“Excluded Liabilities”

KCGroupH
“Hong Kong”

“Latest Practicable Date”

“Listing Rules”
GSPRC”

“Purchaser”

E

“Remaining Group’

“SFO”

“SGM”

“Share(s)”

“Shareholder(s)”
“Stock Exchange”
‘kUSA,’

“Vendor”

“HK$”

“US$”

DEFINITIONS l
|
|

assets of the Vendor which are to be excluded from the Disposal\and
include, among other things, all assets and rights of the Vendor re%ated
to the brand “Dysan®’ and “Precision®”, the name “Hanny Magnetics”
and certain machineries and assets of the Vendor

all liabilities related to the Excluded Assets including any tax liability
o the Vendor

the Company and its subsidiaries

Tae Hong Kong Special Administrative Region of the PRC
7 April 2006, being the latest practicable date prior to the printing of
this circular for the purpose of ascertaining certain information| for
inclusion in this circular
the Rules Governing the Listing of Securities on the Stock Exchange
the People’s Republic of China
Imation Corp., a corporation organized under the laws of the State of
De:laware, USA and the shares of which are listed on the New York

Stock Exchange

thz Group after disposal of the Disposed Assets

Securities and Futures Ordinance (Chapter 571 of the Laws of H’[ong
Kong) |
\

the special general meeting of the Company to be convened and held} for
the Shareholders to consider and, if thought fit, approve the Disposal

ordinary share(s) of HK$0.01 each in the issued share capital of lthe
Company

holder(s) of the Share(s)
The Stock Exchange of Hong Kong Limited
Urited States of America
Memorex International Inc., a corporation organized under the laws of
the British Virgin Islands and an indirect non wholly-owned subsidiﬁry
of the Company

Hcng Kong dollars

United States dollars, the lawful currency of the USA

For illustration purposes, amounts cxpressed in US$ in this circular have been translated into HK$ at the

rate of US$1=HKS$7.765 unless otherwise stated herein.
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HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

Executive Directors:— Registered Office:-
Dr. Chan Kwok Keung, Charles (Chairman) Clarendon House
Dr. Yap, Allan (Managing Director) 2 Church Street
Mr. Lui Siu Tsuen, Richard (Deputy Managing Director) Hamilton HM 11
Bermuda
Independent non-executive Directors:—
Mr. Yuen Tin Fan, Francis Head office and principal
Mr. Kwok Ka Lap, Alva place of business in Hong Kong:—
Mr. Wong King Lam, Joseph 8th Floor, Paul Y. Centre
Mr. Sin Chi Fai 51 Hung To Road
Kwun Tong
Kowloon
Hong Kong

10 April 2006

To the Shareholders and, for information only,
the holders of share options granted
under the Company’s share option scheme

Dear Sir/Madam,

VERY SUBSTANTIAL DISPOSAL
INTRODUCTION

The Company announced on 26 January 2006 that the Vendor and the Purchaser entered into the Agreement
on 19 January 2006 for the sale and purchase of all of the Disposed Assets (excluding the Excluded
Assets and Excluded Liabilities) of the Vendor that relate to the business of the design, development,
marketing, distribution and sale of hardware, media and accessories used for the storage of electronic
data as conducted by the Vendor and the Disposed Companies. The Disposal constitutes a very substantial
disposal for the Company under the Listing Rules and is subject to the approval of the Shareholders at
the SGM.

The purpose of this circular is to provide you with, among others, (i) further details of the Disposal; (ii)
financial and other information of the Group; (iii) pro forma financial information of the Remaining
Group; and (iv) the notice of the SGM.




LETTER FROM THE BOARD

THE AGREEMENT

Date: 19 January 2006

Parties:

Vendor Memorex International Inc., an indirect non wholly-owned subsidiary of the Company
Purchaser : Imation Corp., a corporation organized under the laws of the State of Delaware, USA

and the shares of which are listed on the New York Stock Exchange

As at the Latest Practicable Date, the Vendor is owned as to 67.08% by Memorex Holdings Lirntited
which is in turn a 65%-owned subsidiary of the Company. The Company also holds, through its wholly-
owned subsidiary, another 1.60% interest in the Vendor. As at the Latest Practicable Date, the Disposed
Companies are wholly owned by the Vendor.

To the best of the Directors’ knowlzsdge, information and belief and having made all reasonable enquiries,
the Purchaser and its ultimate berneficial owners are third parties independent of the Company and its
connected persons. The Purchaser is a global technology company that derives revenue and profits
primarily from the sale of removable data storage media products to both consumers and businesses.
These products range from floppy diskettes, compact discs (“CD”) and digital versatile discs (“DVD”), to
tape cartridges used in small-medium businesses, and high-capacity tape cartridges used in large automated

tape silos in a data center environment.
Assets to be disposed of:

The Vendor and the Disposed Companies are principally engaged in the business of design, development,
marketing, distribution and sale of hardware, media and accessories used for the storage of electronic
data, including but not limited to recording media (diskettes, hard disk storage devices, flash memory
storage devices, Mini-Discs and optical disc storage media including recordable CD, rewritable CD,
recordable DVD, rewritable DVD, blue ray disk, high definition DVD and related formats), accessories
(optical disc storage products, labeling products, cleaning and maintenance products, batteries), and
hardware (optical disc read/write drives, card readers) as well as the licensing of third parties to juse
certain trademarks and trade names of the Vendor and the Disposed Companies in connection with|the
marketing and sale of other products (the “Business”).
5

Pursuant to the Agreement, the Vendor agreed to sell to the Purchaser, and the Purchaser agreecll to
purchase from the Vendor, free and clear of all encumbrances, all right, title and interest in and to all of
the assets of the Vendor that relate to, have been developed for use in connection with, arise from the
conduct of, are used or held for use in connection with or are necessary for the conduct of, the Business
as conducted by the Vendor and the Disposed Companies (the “Disposed Assets”), including principall]ly
the following:

(a)  all of the issued and outstanding capital stock or shares in the capital of each of the Dispolsed
Companies; i
\

(b)  all rights of the Vendor in and to machinery, equipment, tools, furniture, office equipment, computer

hardware, supplies, materials, vehicles and other items of tangible personal property of every kind

used in the Business by the Vendor or any of the Disposed Companies, together with any express

or implied warranty by the manufacturers, sellers or lessors of any item or component part thereof,

rights of return, rebate rights, over-payment recovery rights and any other rights of Vendor relating

to these items;
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(c) all (i) accounts receivable and notes receivable of the Vendor; (ii) security for such accounts or
notes; and (iii) rights of the Vendor related to any of the foregoing;

(d) all rights of the Vendor in and to inventories, wherever located, including all finished goods, work
in process, raw materials, ingredients, spare parts, packaging and all other materials and supplies
to be used, consumed, sold, resold or distributed by any of the Disposed Companies;

(e)  all rights of the Vendor with respect to deposits, prepaid expenses, claims for refunds and rights to
offset, other than any such rights arising out of the prior payment of taxes, relating to any of the
other Disposed Assets or the Disposed Companies, and interest payable with respect to any of the
foregoing;

() all rights of the Vendor under (i) contracts relating to the Business to which the Vendor is a party
or of which it is a third party beneficiary; and (ii) outstanding offers or solicitations made by or to
the Vendor to enter into any such contract;

(g)  all governmental authorizations held by the Vendor and related to the Business;

(h)  all rights of the Vendor in or to written materials, data and records relating to the Business or to
any of the Disposed Companies (in whatever form or medium);

(D all rights of the Vendor in or to intellectual property rights owned by the Vendor and/or Disposed
Companies which are registered or subject to application for registration including, among others,
the trade name “Memorex®” (Note);

(i) all rights of the Vendor in or to software licensed to or used by any of the Vendor or Disposed
Companies;

(k)  all rights of the Vendor in or to third party intellectual property rights (other than software) used
or held for use by any of the Disposed Companies with the permission of the owner;

8y all other intangible rights and property of the Vendor; and

(m) all rights and benefits under, and all proceeds from, insurance policies providing coverage for the
Disposed Assets or the Disposed Companies where such rights, benefits and proceeds relate to
events occurring prior to the Completion Date.

Pursuant to the Agreement, the Purchaser agreed to assume the following liabilities of the Vendor (the
“Assumed Liabilities”):

(a)  all executory liabilities of the Vendor arising or to be performed after Completion under any and
all contracts relating to the Business to be acquired by the Purchaser;

(b)  any accounts payable of the Vendor that (i) relate to the Disposed Assets; and (ii) are either
reflected on the unaudited consolidated balance sheet of the Vendor and Disposed Companies as of
30 November 2005 or incurred by the Vendor in the orfdinary course of business between 30
November 2005 and Completion; and

(c¢)  all other liabilities of the Vendor if and to the extent reflected in the consolidated balance sheet of
the Vendor and Disposed Companies as at the Completion Date.

Note:

Pursuant to the Agreement, within 30 days after the Completion Date, the Vendor shall change its corporate name to one that does
not include the name “Memorex” or any other name that is confusingly similar to that name.

-5-

—————————————— R




LLETTER FROM THE BOARD R

|
Pursuant to the Agreement, certain assets and rights of the Vendor, comprising mainly records, machfnery
and equipment, account receivablzs and cash and cash equivalent not relating to the “Memorex®” bl‘rand
but including assets and rights of the Vendor relating to the brand “Dysan®” and “Precision®’ anc‘i the
name “Hanny Magnetics”, are excluded from the Disposed Assets. All liabilities relating to the Excluded
Assets (including any tax liability of the Vendor) will also be excluded and shall be retained by the
Vendor and remain the sole responsibility of the Vendor following Completion. The business in relation

to the Excluded Assets is conducted by the Vendor and its subsidiaries other than Disposed Compani]es.

As set out in notes 50 and 9 to ths accountants’ report of the Group in Appendix I to this circular, the
audited revenue of the Disposed Companies are approximately HK$3,617.5 million and HK$3, 852.0
million for each of the two years ended 31 March 2004 and 2005 respectively, while the audited revenue
attributable to the segment of trading of consumer electronic products of the Group relating toithe
trademark of “Memorex®” are aprroximately HK$1,237.7 million and HK$1,565.3 million for each of
the two years ended 31 March 2004 and 2005 respectively. Accordingly, the aggregate revenue of‘ the
Disposed Assets are approximately HK$4,855.2 million and HK$5,417.3 million for each of the two
years ended 31 March 2004 and 2075 respectively. Based on the financial information which form parzt of
the accountants’ report of the Group, the EBITDA of the Disposed Assets are approximately HK$272.3
million and HK$296.5 million for each of the two years ended 31 March 2004 and 2005 respectively.
Taking into account the audited net book value of the Disposed Companies and the trademark of
“Memorex®” of approximately HK$494.5 million and HK$62.0 million as at 31 December 2005 respectlvely
as set out in the accountants’ report of the Group, the net book value of the Disposed Assets amounted to
approximately HK$556.5 million as at 31 December 2005.

Consideration: ‘
The aggregate consideration for the Disposed Assets is:
(1) US$330,000,000 (equivalent o approximately HK$2,562,450,000) (the “Initial ConSJderatlon”)

(i)  plus the amount, if any, by which the amount of the Completion Date Net Current Asset Amount
exceeds US3$87,000,000 (equivalent to approximately HK$675,555,000) or minus the amount,; if
any, by which the amount ¢f the Completion Date Net Current Asset Amount falls short lof
US$87,000,000 (equivalent to approximately HK$675,555,000); and \\

(iii)  plus the Earnout Amount (as defined below). \

The consideration for the Disposal v/as determined after arm’s length negotiations and with reference to
the historical and future performance of the Business. On the basis of the EBITDA of the Disposéd
Assets for the year ended 31 March 2005 of approximately HK$296.5 million, the Initial Consideration
represents a price to EBITDA ratio of approximately 8.6 times. The excess of the Initial Cons1derat13n
over the net book value of the Disposed Assets of HK$556.5 million as at 31 December 2005 1s
approximately HK§2,005.95 million, \

Earnout Amount:

An amount of the earnout (the “Earnout Amount”) shall be payable by the Purchaser to the Vendor which
is to be determined by reference to the EBITDA of the Business to be calculated on an agreed basis sét
out in the Agreement for each of the twelve-month periods ending on 31 March 2007, 31 March 2008 and
31 March 2009. The Earnout Amount in respect of the respective aforesaid twelve-month periods shall be
paid by the Purchaser to the Vendor on or before each of the three years ending 1 June 2007, 2008 and
2009. The Earnout Amount shall have i cumulative minimum of US$5,000,000 (equivalent to approx1matel‘y
HK$38,825,000) and a cumulative maximum of US$45,000,000 (equivalent to approximately
HK$349,425,000). |

i
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In the event that the Purchaser transfers control of the Business at any time prior to 1 April 2009, the
Purchaser will pay the Vendor an amount equal to whatever would be required to bring the aggregate
amount of earnout payments to US$45,000,000 (equivalent to approximately HK$349,425,000).

Payment terms and escrow arrangements:

The Initial Consideration for the Disposal of US$330,000,000 (equivalent to approximately
HK$2,562,450,000) will be satisfied by the Purchaser to the Vendcr in cash upon Completion.

Upon Completion, the Purchaser will place US$41,000,000 (equivalent to approximately HK$318,365,000)
out of the amounts payable on Completion to the Vendor (being the Initial Consideration after adjusting
for an estimated amount of adjustment in relation to the Completion Date Net Current Asset Amount as
mentioned above based on the estimated consolidated balance sheet of the Vendor and the Disposed
Companies as at the Completion Date) into two escrow accounts maintained with a bank which is
independent of the Company.

The Purchaser will place US$8,000,000 (equivalent to approximately HK$62,120,000) in the first escrow
account. This account is reserved for adjustments relating to the Completion Date Net Current Asset
Amount,. If, after Completion, it is determined that the Completion Date Net Current Asset Amount is
less than US$87,000,000 (or approximately HK$675,555,000), the amount of such shortfall will be
released to the Purchaser from this account. The remainder, if any, will be released to the Vendor. To the
extent that any shortfall exceeds US$8,000,000, the Purchaser will be required to recover the excess from
and to the extent of the second escrow account first, and then from the Vendor. Conversely, if it is
determined that the Completion Date Net Current Asset Amount is greater than the aforesaid agreed-
upon estimate, the amount of such excess will be paid by the Purchaser to the Vendor.

The Purchaser will place US$33,000,000 (or approximately HK$256,245,000) in the second escrow
account (the “Indemnification Escrow Account”). The Indemnification Escrow Account is reserved for
amounts which may be owed to the Purchaser for any breaches by the Vendor of the Agreement, including
breaches of representations and warranties, covenants and agreements, of such amount of claims in
aggregate exceeding US$1,500,000 (or approximately HK$11,647,500). Half of the US$33,000,000, less
any amounts paid or stated in pending indemnity claims, will be released to the Vendor on the business
day following 31 March 2007. The remaining balance, less any amounts being held for pending indemnity
claims, will be released to the Vendor on the business day following 30 September 2007.

The Company also entered into an inducement agreement on 19 January 2006 (the “Inducement
Agreement”) with, among others, the Purchaser, pursuant to which the Company agreed to guarantee to
the Purchaser the performance by the Vendor of the Vendor’s indemnification obligations with respect to
breaches of certain representations, warranties and specified covenants pursuant to the Agreement, in
respect of any amount exceeding the amount standing in the Indemnification Escrow Account subject to a
maximum of approximately 40.25% of the Initial Consideration (subject to adjustments relating to the
Completion Date Net Current Asset Amount as mentioned in the paragraph headed “Consideration”
above).

Conditions Precedent:

Completion of the Agreement is conditional upon, among other things, fulfilment of the following
conditions:

(1) obtaining all necessary shareholder approvals including the approval of the Agreement by the
Shareholders at the SGM by resolution passed in accordaice with the Listing Rules;

(i)  regulatory (antitrust) approvals;
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(iii) the absence of any law prohibiting the Disposal; and
(iv) the obtaining of certain consents and governmental authorisations.

In addition to the conditions statec. in (i) to (iv) above, the obligation of the Purchaser to complete the
Disposal is also subject to, among other things,

(v) the Vendor’s representation: and warranties in the Agreement being true as of the Completion
Date;

(vi) the Vendor’s performance of its obligations under the Agreement;
(vii) the lack of material adverse change to the Business; and

(viii) the extension of certain license agreements, the settlement of a particular litigation, and the
Purchaser’s receipt of certain legal opinions.

The Purchaser may waive any of the conditions in (v) to (viii) above in whole or in part in its sole
discretion.

In addition, the obligation of the Vendor to complete the Disposal is also subject to, among other things,

(ix)  the Purchaser’s representations and warranties in the Agreement being true as of the Completion
Date;

(x)  the Purchaser’s performance <f its obligations under the Agreement; and
(xi) the Vendor’s receipt of certain legal opinions.
The Vendor may waive any of the conditions in (ix) to (xi) above in whole or in part in its sole discretion.

The SGM will be held on 27 April 2006 for the Shareholders to consider and, if thought fit, approve the
Disposal. As at the Latest Practicable: Date, the Directors are not aware of any matters which would lead
to the non-fulfillment of aforesaid conditions (ii) to (xi). If the above conditions are not fulfilled
waived (as the case may be) and Completion does not take place on or before 30 June 2006, the
Agreement shall terminate without any liability of any party to the other under the Agreement, save fér
the Company’s obligation under the Inducement Agreement as described below. ,
Pursuant to the Inducement Agreement, in the event that (i)(a) the Disposal is not approved by th\e
Shareholders at the SGM; or (b) the Agreement is terminated on or after 1 July 2006 without the SGM
having been convened and concluded; and (ii) a proposal similar to the Disposal has been communicated
to or received by the Vendor prior to such termination; and (1i1) a disposal of the Business in which the
Purchaser or any of its affiliates is not a participant shall be consummated within twelve months after the
date of such termination, then in such event the Company shall pay to the Purchaser the sum of
US$16,500,000 (or approximately Hk$128,122,500), representing 5% of the Initial Consideration.

Completion

Completion shall take place on the first day thereafter as of which all conditions precedent to th?
Agreement shall have been satisfied or validly waived or on such other date as may be mutually aoreed

by the Purchaser and the Vendor. It is expected that Completion will take place on or before 30 Apr11
2006.
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Further announcement(s) will be made by the Company as regards the status of Completion or any
changes to the date of Completion if appropriate.

Non-competition

The Vendor has agreed that for a period of one year from the Completion Date, it will not, directly or
indirectly engage in, acquire, own or hold a business anywhere in the world that competes with the
business of the design, development, marketing, distribution and sale of hardware, media and accessories
used for the storage of electronic data as conducted by the Disposed Companies prior to the Completion
Date, whether as proprietor, principal, agent, partner, officer, director, shareholder, employee, member of
any association, consultant or otherwise. However, ownership by the Vendor, as a passive investment, of
less than 1% of the issued share capital of a company whose shares are listed on any recognized
securities exchange or publicly traded on NASDAQ is permitted.

FINANCIAL EFFECTS OF THE DISPOSAL

Upon completion of the Disposal, the Group will cease to own the Disposed Assets and the Group will
cease to engage in the Business, but the Vendor will remain a subsidiary of the Company. Given the non-
competition provision under the Agreement as mentioned above, the Group will not engage in the trading
of computer related products relating to the Excluded Assets for a period of one year from the Completion
Date. For the two years ended 31 March 2004 and 2005, the Group’s segmental results in the trading of
computer related products and trading of consumer electronic products largely represented the Disposed
Assets’ performance. It is expected that following Completion, the contribution of these two segments
will be substantially reduced.

Assuming the Disposal had been completed on 31 December 2005 and based on the Initial Consideration,
the Group would record a gain on the Disposal of approximately HK$673.1 million. The unaudited pro
forma financial information on the Remaining Group is set out in Appendix II to this circular.

REASONS FOR THE DISPOSAL

The Group is principally engaged in the Business, trading of szcurities and property investment and
trading. The Group also made strategic investments in the supply of household consumer products and
other businesses. Upon Completion, the Group will cease to own the Disposed Assets and the Group will
cease to engage in the Business, but the Vendor will remain as a subsidiary of the Company.

The Board considers that the Disposal represents a good opportunity for the Group to realise a gain in
and generate satisfactory return on the investments in the Business. Given the intense competition
encountered by the Business and the uncertain economic environment for the Business, the Directors
consider it an opportune time to dispose of the Business on favourable terms. The Board also considers
that the payment of the Earnout Amount by the Purchaser to the Group would enable the Group to enjoy
the benefits of the future performance of the Business up to year 2009, After Completion, the Group will
concentrate on the businesses carried out by the Remaining Group (which are the trading of securities,
property investment and trading and other strategic investments including investments in associated
companies which are listed on the Stock Exchange and long-term convertible notes issued by companies
listed on the Stock Exchange) and will actively explore other investment opportunities. The proceeds
receivable from the Disposal provide the necessary financial resources for the Group to capture sizeable
investment opportunities and implement the diversification strategy. In light of the above reasons and
benefits of the Disposal, the Directors consider that the terms of the Disposal are fair and reasonable and
in the interests of the Company and the Shareholders as a whole.
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USE OF PROCEEDS

Based on the Initial Consideration, the net proceeds from the Disposal to be received by the Vendor on
Completion after deducting related expenses are estimated to be approximately HK$2,454 million. Based
on the effective shareholding interest of the Company in the Vendor of approximately 45.20%, the net
proceeds in the amount of approximately HK$1,109 million are attributable to the Company. The Company
intends to apply the net proceeds for future business development and general working capital purposes.
At present, the Company is not in ective negotiations with any parties for specific acquisition targets.

MANAGEMENT DISCUSSION AND ANALYSIS ON THE REMAINING GROUP

Financial and business performarice

The aggregate turnover of the Remaining Group for the year ended 31 March 2005 amounted to
approximately HK$301.4 million, of which approximately HK$167.9 million was attributable to the
manufacturing and sales of computer related products other than the “Memorex®” brand; approximately
HK$93.9 million was attributable to trading of securities; and approximately HK$39.6 million was derived
from property development. The gross profit ratio of the manufacturing and sales of computer related
products, trading of securities and property development was approximately 40%, 48% and 6% respectively.

The computer related products mairly comprised floppy diskettes, recordable CD, rewriteable CD, DVD,
recordable DVD and other computer accessories other than the “Memorex®” brand. Regarding the securities
trading business, the Remaining Group mainly focused on securities listed in Hong Kong. During the
year ended 31 March 2005, the Remaining Group disposed of part of its exclusive development right and
the right to obtain the land for the land development project of ¥f 8 $% B & 2£ B located at Doumen
District, Zhuhai City, the PRC for HK$39.6 million. Subsequent to 31 March 2005, the Remaining Grolup
further disposed of the remaining part of the aforesaid development rights for HK$119 million.

As at 31 December 2005, interests in associates of the Group comprised mainly its interests in China
Strategic and PSC Corporation Ltd., 2 company listed on the Singapore Exchange Limited, which amounted
to a total of HK$637.8 million.

During the year ended 31 March 2005, the Remaining Group recorded an impairment loss on goodwill
arising on acquisition on an associatz, China Strategic, of HK$177.4 million and amortisation of goodwill
of HK$28.1 million. The Remaining Group also recorded share of losses of associates of HK$64.9
million. Such amount mainly comprised share of profits/losses of the associates, namely, China Strategic,
PSC Corporation Ltd. and Ding Ing Enterprise Co., Ltd.. Taking into account the effect of the gain
arising from the Disposal of approximately HK$606.8 million (assuming the Completion had taken p]aEe
on 1 April 2004) set out in the uraudited pro forma income statement of the Remaining Group in
Appendix IT to this circular, the Reraaining Group recorded a net profit attributable to equity holders of
the parent of approximately HK$323.5 million for the year ended 31 March 2005. |

\
Financial resources and liquidity {

i

The Remaining Group’s capital structure as of 31 December 2005 consisted of equity attributable to

equity holders of the parent of approxximately HK$2,283.1 million. The total borrowings of the Remainiﬁg

Group as at 31 December 2005 were approximately HK$627.7 million. Gearing ratios (calculated %15
borrowings divided by equity attributable to equity holders of the parent) as at 31 December 2005 was

27.5%.
Cash and cash equivalent
As at 31 December 2005, cash and bunk balances amounted to approximately HK$2,143.8 million, out of

which approximately HK$20.6 million was pledged to secure short-term bank facilities granted to the
Remaining Group.
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Exchange and interest rate risks exposure

Most of the Remaining Group’s business transactions, assets and liabilities are denominated in Hong
Kong dollars. The risk of foreign exchange fluctuation had not been significant to the Remaining Group.
Interest rates of import loans are mainly referenced to LIBOR or HIBOR plus whereas those of bank and
other loans are prime plus.

Employees and remuneration policies

As at 31 December 2005, there were approximately 278 staff employed by the Remaining Group. The
remuneration policies are formulated on the basis of the performance of individual employees and the
prevailing salaries’ trends in the various regions. They are subject to review every year. The Remaining
Group also provided employee training programs, mandatory provident fund scheme, medical insurance
and discretionary bonus. Share options are awarded to employees on merit basis. However, no share
options were granted during the nine months ended 31 December 2005.

FUTURE PROSPECTS OF THE REMAINING GROUP

After Completion, the Remaining Group will concentrate on the trading of securities, property investment
and trading and other strategic investments including investments in associated companies which are
listed on the Stock Exchange and long-term convertible notes issued by companies listed on the Stock
Exchange. On 9 March 2006, the Company announced that the Group has entered into a sale and
purchase agreement pursuant to which the Group agreed to purchase the entire issued share capital of
Rapid Growth Profits Limited together with the shareholder’s loan due from Island Town Limited for a
consideration of approximately HK$39.1 million. Island Town Limited holds a property located at 31st
Floor, Bank of America Tower, 12 Harcourt Road, Hong Kong and four car park spaces at the building.
Completion of the acquisition took place on 28 March 2006. It is intended that approximately half of the
aforesaid property will be used by the Group as head office and the remaining half of the property will be
rented out. It is expected that approximately HK$3.4 million rental income will be generated annually.

The Remaining Group will continue to explore other investment opportunities. The proceeds to be received
from the Disposal provide the Remaining Group with necessary financial resources to implement its
diversification plan. The Directors are confident that the Remaining Group would continue to contribute
to the value of Shareholders in future.

LISTING RULES IMPLICATIONS

The Disposal constitutes a very substantial disposal of the Company under the Listing Rules and is
therefore subject to the approval of the Shareholders at the SGM. As the Purchaser is a third party
independent of the Company and its connected person and so far as the Company is aware, no Sharehoider
has a material interest in the Disposal which is different from the other Shareholders and no Shareholder
is required to abstain from voting on the ordinary resolution to approve the Disposal at the SGM.

11~
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SPECIAL GENERAL MEETING

A notice convening the SGM, at which an ordinary resolution will be proposed to the Shareholders

approving the Disposal and the transactions contemplated under the Agreement, is set out on pages {147
to 148 of this circular.

There is a form of proxy for use at the SGM accompanying this circular. If you are not able to attend|the
SGM, you are requested to complete the form of proxy accompanying this circular in accordance with|the
instructions printed thereon and rcturn it as soon as possible and in any event not later than 48 hours
before the time appointed for holding the SGM. Completion and return of the form of proxy will not
preclude you from attending and voting in person at the SGM or any adjournment of it if you so wish!

RECOMMENDATION

The Directors consider that the Disposal and the transactions contemplated under the Agreement are in
the interests of the Company and thz Shareholders as a whole and recommend the Shareholders to vote in

favour of the ordinary resolution set out in the notice of SGM contained in this circular to approve the
Disposal.

FURTHER INFORMATION

Your attention is drawn to the additional information set out in the appendices to this circular.

Yours faithfully
For and on behalf of
Hanny Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman
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APPENDIX I FINANCIAL INFORMATION OF THE GROUP

Set out below is the text of a report, prepared for the purpose of incorporation in this circular, received
from Deloitte Touche Tohmatsu in connection with the Group:

1. ACCOUNTANTS’ REPORT OF THE GROUP
- WE - AEBSREET Deloitte Touche Tohmatsu
e OItte EBTETHET 1115 26/F Wing Cn Centre
® RKRDIN26IE 111 Connaught Road Central

IE Hong Kong
e

10 April 2006

The Directors

Hanny Holdings Limited
8th Floor, Paul Y. Centre
No. 51 Hung To Road
Kwun Tong

Kowloon

Hong Kong

Dear Sirs,

We set out below our report on the financial information (the “Financial Information™) regarding Hanny
Holdings Limited (the “Company”) and its subsidiaries (hereinafter collectively referred to as the “Group”)
for each of the three years ended 31 March 2003, 2004 and 2005 and the nine months ended 31 December
2005 (the “Relevant Periods”) for inclusion in the circular issued by the Company dated 10 April 2006
(the “Circular”) in connection with the very substantial disposal transaction, whereby the Group (1)
through its non-wholly owned subsidiary, Memorex International Inc. (the “Vendor™), will dispose of the
Vendor’s entire interest in Hanny Magnetics Europe Limited, Memorex Canada Ltd., Memorex Products
Europe Limited, Memorex Products S.A.S., Memorex Products GmbH, Memorex Products (Taiwan) Inc.
and Memorex Products, Inc. (the “Disposed Companies”) and (ii) will dispose of Vendor’s trademark
license and other assets relating to the trading of computer related product business under the trade name
“Memorex”, which include the business of design, development, marketing, distribution and sale of
hardware, media and accessories used for the storage of electronic data conducted by the Vendor and the
Disposed Companies (the “Business”, together with the Disposed Companies hereinafter collectively
referred to as the “Disposed Assets™), pursuant to an agreement dated 19 January 2006 (the “Agreement”)
entered into between the Vendor, and Imation Corp. (the “Purchaser”), a company organized under the
laws of the State of Delaware, the United States of America (“USA”) and the shares of which are listed
on the New York Stock Exchange (the “Disposal”).

The Company was incorporated in Bermuda on 3 September 1991. The Company is an investment
holding company.
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As at the date of this report, the Company has the following subsidiaries, which all are private companies

with limited liability:

Name of subsidiary

Hanny Magnetics (B.V.I.) Limited
(noie 1)

Acropolis Investment Group
Limited (note 1)

Best Position Limited
(note 1)

Better Gain Investments Limited
(note 1)

Billion Gold Limited
(note 2)

Bocane Enterprises Limited
{note 1)

Central Top Group Limited

Chancellor Global Limited
(note 1)

Cobble Hill Holdings Limited
(note 1)

Coliegate Limited
(note 1)

Cosmos Regent Ltd.
(note 1)

Create Ahead Technology Limited
(note 1)

Createsuccess Limited
(“Createsuccess”) (note 1}

Cross Profit Capital Limited
(note 1)

CU Resources Limited
{note 10)

Place and date Issued and fully
of incorporution/  paid share capital/
registration registered capital

British Virgin Islands ~ HK$40,000,000
("B.V.L") ordinary shares
22 May 1990 HK$8,000,000

preference shares

B.V.L US$50,000
11 July 2000

B.V.L USSt
2 February 2006

B.V.L USs1
2 June 1999

Hong Kong HK$2
14 June 199

B.V.I US$2
7 January 2005

B.VI Ussi
30 November 2005

B.V.IL US$1
7 January 2105

B.V.L US$!
29 April 1947

BV.IL USs!
4 January 2005

B.V.L US$i
28 August 2000

BV.L US$10,000
2 July 2002

B.V.L US$1
3 December 2004

B.VIL Uss$!
22 July 2004

Hong Kong
23 May 1991

HK$12,500,000
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Proportion of
share capital/
registered
capital held
by the Company
Directly Indirectly

100% -

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

~ 95%

- 100%

- 100%

- 100%

Equity
interest
held by
the Group

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

95%

100%

100%

100%

|
\

Principal activities

[nvestment holding

Investment holding

Investment holding
Investment holding
Investment holding
Investment holding
Investment holding |
Investment holding
Investment holding
Investment holding
Investment holding

Inactive

Investment holding

i

\

|

|

\

\

|

‘

|
Investment holding \
Inactive \
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Name of subsidiary

Cyber Generation Limited
(note 1)

Digital Communications Limited

(note 1)

Dynamic Way Technology Limited

(note 1)

Dysan Magnetics Limited
(note 4)

Dysan Products Europe Limited

(“DPEL") (note 4)

Dysan.com Products Inc.
(note 9)

E-Award Limited
(note 1)

eMemorex Inc.
fnote 1)

eMemorex.com Inc.
{note 1)

Genius Ideas Limited
(note 1)

Gold Regent Limited
(note 1)

Hackthorne Limited
(note 1)

Hanny (Taishan) Property
Investments Limited
(note 1)

Hanny Development Limited
(note 2)

Hanny [nternational, Inc.
{note 1)

Place and date Issued and fully

of incorporation/  paid share capital/

registration registered capital

B.VIL US$t
5 July 2000

BVL US§10
9 September 1999

BV USS1
§ February 2000

United Kingdom GBP100
8 January 1990

United Kingdom GBP102
19 April 1994 US$8,500,000

Canada 1 share with no
7 April 2003 par value

B.VL US$4
18 May 2000

USA Ussi

24 September 1999

Canada 100 shares with no
23 November 1999 par value

B.VI US$1
18 February 1999

B.V.L US$!
20 January 2000

B.V.I Uss1
31 October 1995

BVI Us$1
4 January 2005

Hong Kong HK$2
26 November 2003

Cayman Islands US$1,000
23 August 1991
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Proportion of
share capital/
registered
capital held
by the Company
Directly Indirectly

100%

~ 60%

~ 100%

- 68.68%

- 68.68%

- 68.68%

- 100%

- 60%

- 60%

- 100%

- 100%

100%

100%

- 100%

- 100%

Equity
interest
held by

the Group

100%

60%

100%

45.2%

45.2%

45.2%

100%

60%

60%

100%

100%

100%

100%

100%

100%

Principal activities

Investment holding

[nvestment holding

Investment holding

Inactive

Trading and
distribution of
computer media
products and audio
and video products

Inactive
Investment holding
Trading of computer

media products

Trading of computer
media products

Investment holding

Investment holding

[nvestment holding

Inactive

Inactive

Inactive
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Name of subsidiary

Hanny Magnetics (Overseas)
Limited (note 1)

Hanny Magnetics (Zhuhai)
Limited (*HMZ") (note 7)

Hanny Magnetics Europe

Limited (note 4)

Hanny Magnetics Limited
{note 2)

Hanny Management Limited
(note 2)

Hanny Strategic Investment
Limited (note 2)

Hanny Zhuhai Limited
(note 2)

Hemmant Holdings Limited
(note 1)

Honest Goodwill Limited
(note 1)

Island Town Limited
(note 11)

Jentop Limited
(note 2)

Kedleston Management Limited
(note 1)

Loyal Concept Limited
(note 1)

Maximum Potential Limited
{note 1)

Place and date
of incorporation/
registration

Issued and fully
paid share capital/
registered capital

B.VL US$i
22 November 1991

Peaple’s Reublic US5$45,740,000
of China (the “PRC")
14 March 1988

United Kingdom GBP2

12 November 1993

HK$1,100,000,200
Ordinary Share
HK$6,000,000
3% non-voting
deferred shares

Hong Kong
27 April 1971

Hong Kong HK$2
3 September 1991

Hong Kong HK$10,000,000
13 June 19¢6

Hong Kong HK$2
30 November 1995

BVL US$1
29 April 1997

B.V.L US$1
6 April 200%

Hong Kong HKS$100
9 February 1993

Hong Kong HK$2
31 March 1999

B.V.I Uss1
2 July 2002

B.VI Usst
13 August 2001

BVIL Uss$1

23 January 1997
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Proportion of
share capital/
registered
capital held
by the Company
Directly Indirectly

- 100%

- 100%

- 68.68%

100%

i

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

Equity
interest
held by
the Group

100%

100%

45.2%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

Principal activities
1

Inactive

Manufacturing of
magnetic media
products

Tnactive

Investment holding
and trading and
marketing of
computer media
products and
related peripherals
and accessories

Provision of secretarial
and nominee services
to the Group

Tnvestment holding

Inactive

Investment holding

Inactive |

Property investment

Investment holding

Inactive

Investment holding

Investment holding




APPENDIX I

FINANCIAL INFORMATION OF THE GROUP

Name of subsidiary

Memorex Canada Ltd. (“*MCL™)
(note 3)

Memorex Holdings Limited
(note 2)

The Vendor
{note 2)

Memorex Products Europe
Limited (“MPEL")
(note 4]

Memorex Products GmbH
(note 4)

Memorex Products S.A.S.
{note 4)

Memorex Products, Inc. (“MPI")
{note 3)

Memtek (Commercial Offshore
De Macau) Limitada
{note 1)

Memtek Asia Limited
(note 2)

Metrorich Worldwide Ltd.
(note 11)

Micro-Tech Ltd.
{note 1)

Place and date

Issued and fully

of incorporation/  paid share capital/

registration

Canada
9 January 1990

Bermuda
3 November 2003

B.VI
20 February 1997

United Kingdom
6 October 1999

Germany
7 July 1998

France
10 April 2000

USA
18 November 1993

Macau
13 August 2004

Hong Kong
5 March 2003

BV.1
8 September 2004

B.V.L
23 July 1999

registered capital

CAD2

1US$$100,000

US$1,000,000

GBP2

DM100,000

Euro 50,000

15$79,001,000

MOPI

HK$2

US$1

USs!

- 17 -

Proportion of
share capital/
registered
capital held
by the Cojmpany
Directly Indirectly

68.68%

- 65%

-~ 68.68%

- 68.68%

- 68.68%

- 68.68%

- 68.68%

- 100%

- 100%

- 100%

100%

Equity
interest
held by

the Group

45.2%

65%

45.2%

45.2%

45.2%

45.2%

45.2%

100%

100%

100%

100%

Principal activities

Distribution of
computer media
products and audio
and video products

Investment holding

Investment holding
and holding of
trademark licenses

Trading and
distribution of
computer media
products and audio
and video products

Trading and
distribution of
computer media
products and audio
and video products

Trading and
distribution of
computer media
products and audio
and video products

Trading and
distribution of
computer media
products and audio
and video products

Inactive

Investment holding

Investment holding

Investment holding
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Name of subsidiary

Multimedia Info-Duplication
{Far East) Limited
{note 2}

Multimedia Technology (Far East)
Limited (note I}

Multimedia Technology Overseas
Limited (note 1)

Next Prospect Inc.
{note 1)

Pacernic Limited
(note 1)

Pariet Tradings Limited
(note 1)

Powervote Technology Limited
{note 1)

Pure Delight Assets Limited
(note 1}

Rapid Growth Profits Limited
(note 11)

Regal Wealth Ltd.
(note 1)

Rich Life Holdings Pte Ltd.
(“Rich Life”) {nore §)

Sino Partner Holdings Limited
{“Sino Partner”) (note 1)

Strong Talent Technology Limited
(note 1)

Success Wealth Ltd.
(note 1)

Tower Hill Profits Limited
{note 1}

Trifame Limited
(note 1)

Place and date
of incorporation/

Issued and fully
paid share capital/

registration registered capital

BVI USs1
9 January 1997

B.VI US$l
9 January 1997

B.VL USs?2
20 December 1996

B.V.I USS$1
30 March 2004

B.V.L US$1
7 January 2005

B.V.L US$l
7 April 2004

B.VI US$1
18 July 2000

B.VI US$1
12 March 1997

BV USs$1
3 January 2001

BVI1 Uss1
23 Novemb:r 1999

Singapore §§2
19 March 2002

BV.I U85$200
3 September 2004

B.VI US$1
2 July 2002

B.V.I USs$1
12 January 2000

B.V.L US$1
8 July 1999

BV.I Uss1
5 January 2005

~ 18 -

Proportion of
share capital/
registered
capital held
by the Company
Directly Indirectly

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 100%

- 83%

- 100%

- 100%

- 100%

- 100%

Equity
interest
held by
the Group

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

83%

100%

100%

100%

100%

Principal activitie

Inactive

Inactive

Inactive

Investment holding

[nvestment holding

Inactive

Investment holding

Tnvestment holding

Investment holding

Investment holding

[nvestment holding

Investment holding

Inactive

Investment holding

Investment holding

Investment holding
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Proportion of

share capital/ Equity
Place and date Issued and fully registered interest
of incorporation/  paid share capital/ capital held held by
Name of subsidiary registration registered capital by the Company the Group  Principal activities

Directly Indirectly

Ultimate Strategy Limited BVI Uss$i - 100% 100%  Investment holding
(note 1) 28 August 2003
Wealthy Label International BVL US$1 - 100% 100%  Tavestment holding
Limited (note 1) 4 January 2005
Well Orient Limited Hong Kong HK$2 - 100% 100%  Iavestment holding
(note 2) 21 Aungust 2000
Zhuhai Hanny Property Investment B.V.L US$! - 100% 100%  Inactive
Limited (“Zhuhai Hanny”) 5 December 2002
{note 1)
Memorex Products (Taiwan) Inc.  Taiwan NT$4,000,000 - 68.68% 452%  Trading and
{note 6) 16 September 2000 distribution of
computer media
products and audio
and video products
Memtek Products (Taiwan) Inc. ~ Taiwan NT$4,000,000 - 100% 100% Trading and
(note 6) 11 September 2000 distribution of

computer media
products and audio
and video products

Note I1: No audited financial statements have been prepared for these companies, which were incorporated in a country where
there were no statutory audit requirements.

Note 2:  We have acted as auditors of these companies for each of the Relevant Periods or since their respective date of
incorporation or acquisition, where this is a shorter period. Audited financial statements have been prepared in accordance
with accounting policies generally accepted in Hong Kong for these companies for each of the three years ended 31
March 20035, or from their respective date of incorporation, where this is a shorter period.

Nore 3:  The statutory financial statements of MCL for the year ended 31 March 2003 were prepared in accordance with the
relevant accounting principles and financial regulations applicable in Canada and were audited by Deloitte & Touche
Canada, which is a member firm of Deloitte Touche Tohmatsu.

Note 4: The statutory financial statements of these companies for each of the Relevant Periods were audited by Deloitte &
Touche, LLP United Kingdom, which is a member firm of Deloitte Touche Tohmatsu. The statutory financial statements
of MPEL and DPEL for each of the three years ended 31 March 2003, 2004 and 2005 were prepared in accordance with
the relevant accounting principles and financial regulations applicable in United Kingdom.

Note 5: The statutory financial statements of MPI for each of the Relevant Periods were audited by Deloitte & Touche United
States, LLP, which is a member firm of Deloitte Touche Tohmatsu. The statutory financial statements of MPI for each of
the three years ended 31 March 2003, 2004 and 2005 were prepared in accordance with the relevant accounting
principles and financial regulations applicable in the United States.

Note 6; The statutory financial statements of Memorex Products (Taiwan) Inc. and Memtek Products (Taiwan) Inc. for each of
the Relevant Periods were audited by Deloitte & Touche Taiwan, which is a member firm of Deloitte Touche Tohmatsu.
The statutory financial statements of Memorex Products (Taiwan) In¢. and Memtek Products (Taiwan) Inc. for each of
the three years ended 31 March 2005 were prepared in accordance with the relevant accounting principles and financial
regulations applicable in Taiwan.
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|
Note 7:  The statutory financial statements of HMZ for each of the Relevant Periods were prepared in accordance with the

relevant accounting principles and financial regulations applicable in the PRC and were audited by 3F i % £ F1 B e
w13

Note 8: The statutory financial statements of Rich Life for each of the Relevant Periods were audited by Deloitte & Touche
Singapore, which is a member fi:m of Deloitte Touche Tohmatsu. The statutory financial statements were prepared in
accordance with the relevant acccunting principles and financial regulations applicable in Republic of Singapore.

Note 9:  No audited financial statements have been prepared for this company as it is inactive since the date of incorporation.

Note 10.: The statutory financial statements of CU Resources Limited for each of the Relevant Periods were audited by Union

Alpha C.P.A. Limited. The statu:ory financial statements were prepared in accordance with the relevant accoun‘ting

principles generally accepted in Hong Kong.

Note 11: These companies were acquired by the Group after 31 December 2005.

We have acted as auditors of the Company for each of the Relevant Periods. Audited consolidated
financial statements have been prepared in accordance with accounting principles generally accepted’ in
Hong Kong for each of the three years ended 31 March 2003, 2004 and 2005. For the purpose of t%his
report, we have carried out independent audit procedures in accordance with the Hong Kong Standafds
on Auditing issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) on the
consolidated financial statements of the Group for the nine months ended 31 December 2005, which was

prepared in accordance with accounting principles generally accepted in Hong Kong.

We have examined the audited consolidated financial statements (the “Underlying Financial Statements™)
of the Group for the Relevant Periods. Our examination was made in accordance with the Auditing
Guideline 3.340 “Prospectuses and the Reporting Accountant” as recommended by the HKICPA.

The consolidated income statements and consolidated cash flow of the Group for each of the Relevant
Periods and consolidated balance sheets as at 31 March 2003, 2004, 2005 and 31 December 2005 as set
out in this report have been prepared based on the Underlying Financial Statements for the Relevant
Periods for the purpose of preparing our report for inclusion in the Circular.

The Underlying Financial Statement; are the responsibility of the directors of the Company who approye
their issue. The directors of the Cornpany are responsible for the contents of the Circular in which this
report is included. It is our responsibility to compile the Financial Information from the Underlying

Financial Statements, to form an independent opinion on the Financial Information and to report our
opinion to you.

In our opinion, the Financial Information together with the notes thereon gives, for the purpose of this
report, a true and fair view of the state of affairs of the Group as at 31 March 2003, 2004 and 2005 and
31 December 2005 and of the consolidated results and cash flows of the Group for each of the three yeaan
ended 31 March 2005 and the nine months ended 31 December 2005.

The comparative consolidated income statement, consolidated statement of changes in equity an(d
consolidated cash flow statement of the Group for the nine months ended 31 December 2004, together
with the notes thereto (the “31 Decizmber 2004 Financial Information™), which were prepared by the
directors of the Company solely for the purpose of this report. We have reviewed the 31 December 2004
Financial Information in accordance with SAS 700 “Engagements to review interim financial reportsl”
issued by the HKICPA. Our review consisted principally of making enquiries of management and applying
analytical procedures to the 31 December 2004 Financial Information and based thereon, assessirﬁg
whether the accounting policies and presentation have been consistently applied unless otherwise disclosed.
A review excludes audit procedures such as tests of controls and verification of assets, liabilities anh
transactions. It is substantially less in scope than an audit and therefore provides a lower level of
assurance than an audit. Accordingly we do not express an audit opinion on the 31 December 2004
Financial Information. On the basis of our review which does not constitute an audit, we are not aware o
any material modification that should be made to the 31 December 2004 Financial Information. 1

1
|
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I. FINANCIAL INFORMATION
Consolidated Income Statement

Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2005
Notes HK$000 HK$'000 HK$°000 HK$°000 HK$000
(As restated) (As restated) (As restated) (Unaudited)

Revenue 8 4,162,804 5,025,930 5,676,459 4,434,124 4,523,483
Cost of sales (3,248,769) (3,932,182) (4,376,361) (3,472,065) (3,534,053)
Gross profit 914,035 1,093,748 1,300,098 962,059 989,430
Other operating income 10 96,980 111,903 114,145 74,670 61,923
Distribution and selling

expenses (685,793) (688,528) (770,262) (570,131) (686,424)
Administrative expenses (278,968) (283,709) (294,778) (222,197) (170,768)
Other operating expenses 11 (38,608} (4,598) {29,712 - (75,215)
Impairment loss on

investment securities (323,287) - - - -

Realization of negative

goodwill arising

on acquisition of

additional interest in

an associate - - 2,057 - -
Finance costs 12 (31,669) (26,440) (18,198) (14,224) (50,952)
Share of losses of

associates {(36,367) (59,857) (64,909) (59,175) (20,032)
Impairment loss on

goodwill arising on

acquisition of an

associate i3 (104,585) - (177,446) - (14,391)
Impairment loss on

trademark licenses - - - - (164,667)
Amortization of goodwill

arising on acquisition

of associates (6,612) (17,651) (28,089 (21,065) -
Net gain (loss) on disposal

of subsidiaries and

associates 14 25 10,377 (15,747) (16,270) 10,778
Allowance for loans to

associates (79,595) -~ - - -
(Loss) profit before

income tax (574,444) 135,245 17,159 133,667 (120,318)
Income tax expense 15 (32,200) (25,469) (117,397) (90,428) (61,074)
(Loss) profit for the

year/period 16 {606,644) 109,776 (100,238) 43,239 (181,392)
Attributable to:

Equity holders of the parent (648,620) 13,3060 (161,862) 4,094 (127,102)

Minority interests 41,976 96,476 61,624 30,145 (54,290)

(606,644) 109,776 (100,238) 43,239 (181,392)

Dividends 18 - 11,221 11,193 11,193 22,463
(Loss) earnings per share ,

- basic 19 HK$(4.05) HK$0.08 HK$(0.82) HK$0.02 HK$(0.57)

921 -
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R

Consolidated Balance Shects )

As at \
As at 31 March 31 December ;
2003 2004 2005 12005
Notes HK$000 HK$°000 HK$'000 HK$'000
(As restated) (As restated) {As restated) i
NON-CURRENT ASSETS
Property, plant and equipment 20 84,112 79,503 70,557 721996
Intangible assets 21 337,873 428,019 401,383 2361734
Interests in associates 22 271,362 906,409 635,729 637‘;783
Investments in securities 23 887,630 189,220 123,534 - ;
Available-for-sale investments 24 - - - 678/399 "'
Long-term loan receivables 25 10,188 4,898 - - i
Deposits for acquisition of f
long-term investments 26 - - 35,000 190/175 ‘
Deferred tax assets 37 13,298 35,480 18,418 45,:440 t
1,604,463 1,643,529 1,284,621 1,861,]‘[527 \
CURRENT ASSETS )]
Other asset 27 - 145,085 108,000 \ -
Inventories 28 505,165 877,409 587,078 875,836
Trade and other receivables 29 486,609 738,820 766,277 1,067,?61 ;
Investments held for trading 30 ~ - - 128,894 |
Investments in securities 23 209,270 132,634 144,435 | - '
Short-term loan receivables 25 95,523 41,173 111,851 171,979 ‘
Short-term loan receivables }
from related companies 49 67,997 167,365 224,233 186,019 |
Margin loan receivables 31 51,093 32,373 30,586 24,682 ?
Amounts due from associates 22A - - - 5,2;60 1
Tax recoverable 3,810 488 19,855 5,047 ;
Pledged bank deposit 32 19,226 - 20,014 20,%91 i
Bank balances and cash 224,573 164,360 359,603 21,416 1
1,663,268 2,299,707 2,371,932 2,507,4:85
CURRENT LIABILITIES | |
Trade and other payables 33 890,572 1,272,283 1,011,814 1,299,327 f
Margin loan payables 37 1,609 840 253 152 ‘
Bills payable 31 2,481 4,939 3,644 | - ;
Dividend payable - - - 9,0[46
Amount due to an associate 22B - - - 2,0?6 ‘
Tax payable 23,194 2,496 91,420 59,765
Borrowings
- due within one year 34 244,473 349,059 85,881 886,692
Obligations under finance leases
~ due within one year 35 1,113 1,068 462 |-
Bank overdrafts 22,416 23,266 46,978 26,6@3
1,185,858 1,653,951 1,240,452 2,283,6’:71
NET CURRENT ASSETS 477,410 645,756 1,131,480 223,8i4
TOTAL ASSETS LESS l
CURRENT LIABILITIES 2,081,873 2,289,285 2,416,101 2,085,341

3




APPENDIX I FINANCIAL INFOF}:MATION OF THE GROUP

As at
As at 31 March 31 December
2003 2004 2005 20605
Notes HK$'000 HK$'000 HK$°000 HK$'000
(As restated) (As restated) (As restated)
NON-CURRENT LIABILITIES
Borrowings — due after one year 34 172,995 7,921 157,470 7,258
Obligations under finance leases
~ due after one year 35 1,557 462 - -
Amount due to a minority
shareholder 36 2,406 2,428 2,526 ~
Deferred tax liabilities 37 750 ’136 114 201
177,708 10,947 160,110 7,459
TOTAL ASSETS AND
LIABILITIES 1,904,165 2,278,338 2,255,991 2,077,882
CAPITAL AND RESERVES
Share capital 38 1,603 1,866 2,236 2,261
Reserves 40 1,727,964 1,871,315 1,804,138 1,673,972
Equity attributable to equity
holders of the parent 1,729,567 1,873,181 1,806,374 1,676,233
Minority interests 174,598 405,157 449,617 401,649
TOTAL EQUITY 1,904,165 2,278,338 2,255,991 2,077,882
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Consolidated Statements of Changes in Equity

Attributable to equity holders of the parent
Currency  Capital Investment

Share Shart Capital Contributed transiation redemption revaluation Other  Refained Minority Total

capital  premium reserve  surplus  reserve  reserve  Teserve  reserves profits Total  interests equity

HK$'000 HKS'060  HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 ) HK$'000
{note 40)  {nore 40) {note 40)

At1 April 2002
- as originally stated 160300 1,974,542 (138,749)  (69,936)  (18.387) 592 - - 338805 2247068 214611 461779
- effect of change in
accounting policy

{note 2} - - - - - - - - 6,616 6,616 6,218 12,834
- as Testated 160.300 1,974,542 (138,749)  (69.936) (13,387 592 - - M54 2253784 220829 2474613
Currency realignment - - - - 19,793 - - - - 19,793 (9.481) 10,312
Net income recognized
directly in equity - - - - 19,793 - - - - 19,793 (9,481) 10,312
Impairment loss on
goodwill recognized
in the consolidated
income statement - - 104,585 - - - - - - 104,585 - 104,583
(Loss) profit for the year - - - - - - - - (648620) (648620) 41,976  (606,644)
Total recognized income
and expenses for
the year - - 104,585 - 19,793 - - - (6486200 (52424) 32495 (491747)
' [
Arising on acquisition of |
further interest \
in a subsidiary - - - - - - - - - - (787260 (18.726)
Issue of shares 2 3 - - - - - - - 25 - N
Reduction of nominal ‘
value of shares (158,700) - - 158,700 - - - - - - - | -
Transfer - (1.974,563) - 1514565 - - - - 460,000 - - |-
B |
At 31 March 2003 and |
1 April 2003 1,603 - {34164y 1603329 1.406 592 - - 156801 1,729,567 174,598 1.904,165
- i
Currency realignment - - - - 15,236 - - - - 13.236 (14,775 \ 461
Share of Teserves of !
associates - - - - - - - 448 - 1488 - laas

Net income recognized \
directly in equity - - - - 15,236 - - 14,448 - 29,684 (14775) 14,909

Realized on partial
disposal of interest \

in g subsidiary - - 12,027 - - - - - - 12,027 148,858 160,885
Realized on disposal of ‘
340 1340

a subsidiary - - 556 - (216) - - - - -
Profit for the year - - - - - - - - 13.300 13,300 96,476 109,776

Total recognized income
and expenses for

the year - - 12,583 - 15,020 - - 14,448 13,300 55,351 230,559 2851910
Issue of shares 263 99,934 - - - - - - ~ 100,197 - 100&1197
Share issue expenses - (713) - - - - - - - (713) - (1'713)
Dividends paid - - - - - - - - (1,22 (11,220) - (11,‘221)

- - T
At 31 March 2004 and k
1 April 2004 1,866 99,221 (1,581} 1,603,329 16,426 592 - 14,448 158,880  1.873.181 405,157 2.278.“ 38

Currency realignment - - - 1,633 - - - - 1,633 (3.008) 1373
Share of reserves of

associates - - - - - - - (14,249 - (14.249) - (I4A2‘49)
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Attributable to equity holders of the parent

Currency  Capital Investment

Share Share  Capital Contributed transfation redemption revaluation Other  Retained Minority Total
capital  premium reserve surplus reserve reserve TesCrve  reserves profits Total  interests equity
HK$'000  HK$'000  HK$'000 HKS'000  HKS'000 HK$'000 HKS000  HK$'000 HKS$'000 HKS'000 HKS'000  HKS'000
{note 40)  (note 40) fnote 40)
Net income (expense)
recognized directly
in equity - - - - 1,633 - - (1449 - (12616) (3,006)  (15.620)
Realized on disposal of
subsidiaries - - (556) - 7,842 - - (7.810) - (524) - (524)
Release upon disposal/
dezmed disposal of
interest in associates - - - - - - - (187 - (187) - (187)
Realised on liquidation
of an assoclate - - - - 27 - - - - 27 _ 27
(Loss) profit for the period - - - - - - - - 4,094 4,094 39,145 43,239
Total recognised income
and expense for
the period - - (556) - 9,502 - - (22,246) 4,094 (9.206) 36,139 26,933
Issue of shares 30 118976 - - - - - - - 119346 - 119,346
Share issue expenses - (640) - - - - - - - (640) - (640)
Dividend paid - - - - - - - - (1.193)  (11,193) - (11.193)
At 3) December 2004 2,236 217,557 (22,137) 1,603,329 25,928 592 - (7,798) 151,781 1,971,488 441,296 2412784
Currency realignment - - - - 342 - - - - 342 (1,267) (425)

{Loss) profit for
the period

- - - - - - - - (165956)  (165,956) 2419 (143477)

Total recognised income
and expense for
the period

- - - - 842 - - - (165956) (165.114) 20212 (143502

Arising on acquisition
of further interest
in a subsidiary

Transfer

- _ ; - - - - - - S (2891 (12,89

At 31 March 2003,
ag restated

Effect of adoption of
new accounting
policies {note 3)

At 1 April 2005
- as restated
Currency realignment
Share of reserves of
associate
Fair value change in
available-for-sale
investments

Net income (expense)
recognized directly
in equity

Arising on acquisition
of further interest
in a subsidiary

Realized on disposal of
subsidiaries

(Loss) for the period

- - - (155,127 - - - - 155,127 - -
2,236 217,557 (22,137) 1448202 26,770 592 - (7,798) 140,952 1,806,374 449617 2,255,991
- ~ 22,137 - - - - 11,947 (6,494) 27,590 - 27.590
2,236 217,557 - 1,448,202 26,770 592 - 4,149 134,458 1.833.964 449,617 2,283,58]
- - - - (7.559) - - - - (7.559) 5,482 (2,077
- - - - - - @ 5Tl - 558 -5
- - - - - - (15,221 - ~ (15,221) - (15,221)
- - - - (7,559) - 115,440) 5,781 ~ (17,218) 5482 {(1.736)
. . . - - - - - - . 560 560
- - - - 583 - - - - 583 280 $63

- - - - - - B - (127002)  (027.002)  (54,290) (181.392)

Total recognized income
and expense for
the period

Issue of shares upon
scrip dividend

Dividend paid

At 31 December 2005

- - - - (697) < (I5440)  SIBL (L7100 (4373 (47968) (191.705)

25 8,444 - - - - - - - R4 )

- - - - - - - S (463 (2246) - (22463)

2261 226,001 - 148202 19794 59 .(15440) 9930 (15,107) 1676233 40169 2077.8R2
~25 _
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?

Consolidated Cash Flow Statements

OPERATING ACTIVITIES
(Loss) profit before income tax
Adjustments for:
Interest income
Finance costs
Share of results of associates
Impairment loss on goodwill
arising on acquisition of
an associate
Impairment loss on
trademark licenses
Amortization of goodwill
arising from acquisition of
associates
Net (gain) loss on disposal of
subsidiaries and associates
Allowance for loans to associates
Net unrealized holding loss
(gain) on other investments
Decrease in fair value of
investments held for trading
Allowance (reversal of
allowance) for margin loan
receivables
Realization of negative
goodwill arising on
acquisition of an associate
Amortization of
intangible assets
Allowance for slow moving
and obsolete inventories
Allowance for bad and
doubtful debts
Depreciation and amortization
of property, plant and
equipment
Allowance for loan receivables
Loss (gain) on disposal of
property, plant and
equipment
Impairment loss on property,
plant and equipment
Impairment loss on investment
securities
Written off of long-term loan
and interest receivables
Net (gain) loss on disposal of
investment securities/
available-for-sale investments
Impairment loss on goodwill arising
on acquisition of a subsidiary
Realization of negative goodwill
arising on acquisition of additicnal
interest in an associate

Year ended 31 March

2003 2004
HK$ 000 HK$'000

(574,444) 135,245

(38,646) (22,728)

31,669 26,440
36,367 59,857
104,585 -
6,612 17,651

(25) {10,377)
79,595 -

26,482 {16,829)
2,429 5,300
14,338 44,137
12,277 24,679
36,534 3,208
21,271 19,632
22,056 16,653
3,373 696
1,305 -
323,287 -
10,821 -
- 9,577)
-~ 4,598

\
|
t

Nine months ended

31 December
2005 2004 2005
HK$'000 HK$'000 HK$'000
(Unaudited)
17,159 133,667 (120,318)
(22,651) (15,456) (32,[722)
18,198 14,224 50,952
64,909 59,175 20,032
177,446 - 14,391
- - 164,667
28,089 21,065 -

15,747 16,270 (10,778)

(17,223) (11,471) -

} - 75.215
(
(2387) , 6'1“20
|
|
(8) - I -
51,066 38,300 603
25,588 3.084 19,449
|
22,269 14,662 1,5?2
|
|
19,785 13,807 9,422
8338 5,469 -
1,098 (258) 10\8
29.712 } \]-
_ _ L
\
|
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Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
Note  HK$'000 HK$'000 HK$'000 HKS$’000 HK$000
(Unaudited)
Operating cash flows before
movements in working capital 119,886 208,585 435,078 292,538 193,175
(Increase) decrease in other asset ~ (11,085) 37,085 -~ 108,000
(Increase) decrease in inventories (51,963) (367,669) 262,639 311,663 {310,966)
Decrease (increase) in trade and
other receivables 285,632 (552,508) (36,899) (311,114) (455,306)
Decrease (increase) in other
investments 73,089 38,877 13,623 29,724 (40,314)
Decrease (increase) in margin ‘
loan receivables 72,153 13,422 4,174 (2,575) 5,284
Increase (decrease) in trade
and other payables 103,195 468,621 (260,297) (282,588) 291,399
Decrease in margin loan payables (20,502) (769) (587) (372 (101
Increase (decrease)
in bills payable 402 2,458 (1,295) (4,403) (3,644)
Cash generated from (used in)
operations 581,892 {110,068) 453,521 32,873 (212,473)
Interest and finance charges paid (36,451) (14,155) (8,369) (7,168) (41,234)
Overseas tax paid (19,978) (41,262} 43,607) (27,095) (115,049)
Hong Kong Profits Tax (paid)
refunded (772) 104 386 386 -
NET CASH FROM (USED IN)
OPERATING ACTIVITIES 524,691 (165,381) 401,931 (1,004) (368,756)
INVESTING ACTIVITIES
Repayment of short-term loan
receivables 945,376 234,664 29,588 28,228 103,200
(Increase) decrease in pledged
bank deposit 72,574 19,226 (20,014) {20,014) (577)
Interest received 33,353 21,093 18,123 15,274 29,623
Amounts repaid (advanced)
by associates 19,006 19,797 14,256 (6,561) (1,974)
Disposal of subsidiaries 42 1,998 3) 7,353 7,118 2,821
Loans repaid by associates 1,949 6,496 - - -
Proceeds from disposal of
property, plant and equipment 1,844 3,127 1,274 962 177
Increase in short-term loan
receivables (1,073,932) (270,822) (105,755) (105,052) (33,464)
Acquisition of interests
in associates (217,195) (19,348) (44,148) (38,995) (24,123}
Purchase of property, plant
and equipment (16,457) (17,726) (14,229} (7,531) {13,335)
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Acquisition of investment
securities/available-for-sale
investments

Proceeds from disposal of
investment securities

Repayment of short-term loan
receivables from related
companies

Proceeds from partial disposal
of shareholding in a subsidiary

Dividend received from
an associate

Increase in short-term loan
receivables from related
companies

Acquisition of subsidiaries

Acquisition of patent

Proceeds from disposal of
an associate

Deposits for acquisition of
long-term investments

Acquisition of an additional
interest in a subsidiary

Acquisition of unlisted

debt securities

Proceed from disposal of

unlisted debt security

NET CASH (USED IN)
FROM INVESTING
ACTIVITIES

FINANCING ACTIVITIES

Bank loans raised

Other loans raised

Proceeds from issue of shares

Repayments of bank loans

Repayments of other loans

Repayments of obligations
under finance leases

Repayments to a minority
shareholder

Dividends paid

NET CASH (USED IN) FROM
FINANCING ACTIVITIES

Year ended 31 March

|
Nine months ended)’

31 December

|
2003 2004 2005 2004 %005
Note  HK$'000 HK$°000 HK$000 HK$'000 HK$000
(Unaudited)
|
|
(6,041) - (123,348) - (33}176)
- 9,957 150,255 - -
132,378 53,954 32,890 29,358 99,%00
- 274,085 - - \ -
- 4,257 4,668 4,608 ] ,45181
|
(200,375) (194,495) (89,758) (34,837) (48,§08)
4] - (130,508) - - (3,351)
- (8,065) - - { -
|
- - 10 - 1,750
- - (35,000) - (155,175)
- - (37,320 - -
- - (12,000 (12,000 (532,5?9)
1
- - - - 12,000
|
(305,522) 5,692 (223,155) (139,442) (595,6?0)
l
1
858,840 575,079 886,161 777,133 803,45‘]
326,185 94,396 10,000 10,000 746,520
25 99,484 118,500 118,500 -
(899,972) (606,873)  (1,010,697) (872,942) (522,Jq3)
(443,185) (56,239) - - (376,632)
(3,417 (1,137) (1,070) (796) (46‘Q)
(39) - (10) (10)
- (11,221 (10,987) (10,987) (4,949
(161,563) 93,489 (8,103) 20,898 645,825

_ 928 ~
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Nine months ended

Year ended 31 March 31 December
2003 2004 2008 2004 2005
HK$'000 HK§’000 HKS$'000 HKS$’000 HKS$'000
(Unaudited)
NET INCREASE (DECREASE)
IN CASH AND CASH
EQUIVALENTS 57,606 (66,200) 170,673 (119,548) (318,601)
CASH AND CASH
EQUIVALENTS AT
BEGINNING OF THE
YEAR/PERIOD 141,269 202,157 141,094 141,094 312,625
EFFECT OF FOREIGN
EXCHANGE RATE CHANGES 3,282 5,137 858 645 729
CASH AND CASH
EQUIVALENTS AT
END OF THE YEAR/PERIOD 202,157 141,094 312,625 22,191 (5,247)
ANALYSIS OF THE BALANCES
OF CASH AND CASH
EQUIVALENTS
Bank balances and cash 224,573 164,360 359,603 40,627 21,416
Bank overdrafts (22,416) (23,266) (46,978) (18,436) (26,663)
202,157 141,094 312,625 22,191 (5,247)
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Notes to the financial inforrmation

1.

GENERAL

The Company was incorporated in Bermuda on 3 September 1991 as an exempted company
with limited liability under the Companies Act 1981 of Bermuda (as amended) and its
shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
The address of the registered office of the Company is Clarendon House, 2 Church Str‘eet
Hamilton HM11, Berinuda and the address of the principal place of business of the Company
is 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong.

During the Relevant Periods, the Group is principally engaged in trading of computer related
products, consumer elzctronic products and securities and property development and trading.

The financial information are presented in Hong Kong dollars, which is the same asithe
functional currency of the Company.

CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPOFETING STANDARDS

In 2004, the Group hus adopted, for the first time, the Statement of Standard Accounting
Practice (“SSAP”) No. 12 Income Taxes (“SSAP 12 (Revised)”) issued by the HKICPA. The
principal effect of the implementation of SSAP 12 (Revised) is in relation to deferred t(ax
SSAP 12 (Revised) requires the adoption of a balance sheet liability method, whereby
deferred tax is recognized in respect of all temporary differences between the carrying
amount of assets and liabilities in the financial statements and the corresponding tax ba‘ es
used in the computation of taxable profit, with limited exceptions. In the absence of any
specific transitional rejuirements in SSAP 12 (Revised), the revised accounting policy has
been applied retrospectively. Comparative amounts for 2003 have been restated accordingly.

As a result of this charige in policy, the balance of retained profits and minority interests) at
1 April 2002 has been increased by HK$6,616,000 and HK$6,218,000, respectively
representing the cumulative effect of the change in policy on the results for the periods prior
to 1 April 2002. The change has resulted in an increase in loss for the year ended 31 March

2003 of HK$148,000 and an increase in the profit for the year ended 31 March 2004 |of
HK$8,877,000.

l
!
!
i
!
J
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS (Cont’d)

For the year ended 31 March 2005, the Group applied, for the first time, Hong Kong
Financial Reporting Standards (“HKFRS”) 3 “Business Combination”, which is effective for
business combinations for which the agreement is on or after 1 January 2005 to the accounting
for business combinations for which the agreement date is on or after 1 January 2005. For
business combinations which the agreement date was before 1 January 2005, goodwill
arising is accounted for in accordance with the SSAP 30 “Business Combinations” (“SSAP
30”) issued by the HKICPA. Under SSAP 30, goodwill represents the excess of the cost of
the acquisition over the Group’s interest in the fair value of identifiable assets and liabilities
of a subsidiary or an associate at the date of acquisition and is stated at cost less accumulated
amortization and accumulated impairment losses. Under SSAP 30, negative goodwill
represents the excess of the Group’s interest in the fair value of the identifiable assets and
liabilities of a subsidiary or an associate at the date of acquisition over the cost of acquisition
and is presented as deduction from assets. To the extent that such negative goodwill is
attributable to losses or expenses anticipated at the date of acquisition, it is released to
income in the period in which those losses or expenses arise. HKFRS 3 requires goodwill
arising from acquisitions to be determined as the excess of the cost of acquisition over the
Group’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities on the date of acquisition. After initial recognition, HKFRS 3 requires goodwill to
be carried at cost less accumulated impairment Josses. HKFRS 3 prohibits the amortization
of goodwill. If, after reassessment, the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities exceeds the cost of the business
combination, the excess (referred to as “discount on acquisition”) is recognized immediately
in the income statement. The application of HKFRS 3 has resulted in the recognition of
goodwill of HK$24,430,000 (Note 21(b)) which is not subject to amortization but, impairment
reviews are required and HK$2,057,000 of discount on acquisition arising on acquisition of
an additional interest in an associate was credited to income statement for the year ended 31
March 2005.

From 1 April 2005 onwards, the Group has applied, for the first time, a number of new
HKFRSs, Hong Kong Accounting Standards “(HKASs”) and Interpretations (hereinafter
collectively referred to as “new HKFRSs”) issued by the HKICPA that are effective for
accounting periods beginning on or after 1 January 200S5. The application of the new HKFRSs
has resulted in a change in the presentation of the income statement, balance sheet and the
statement of changes in equity. In particular, the presentation of minority interests and share
of tax of associates have been changed under HKAS 1 “Presentation of Financial Statements”.
The changes in presentation have been applied retrospectively. The adoption of the new
HKFRSs has resulted in changes to the Group’s accounting policies in the following areas
that have an effect on how the results for the current and prior accounting years are prepared
and presented (see Note 3 for the financial impact).
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPQRTING STANDARDS (Cont’d) :

Business Combinations

From 1 April 2005 onwards, the Group has applied the transitional provision of HKFRS 3
and the principal effects are summarized below:

Goodwill

In previous periods, goodwill arising on acquisitions prior to 1 April 2001 was held in

reserves, and goodwil. arising on acquisitions after 1 April 2001 was capitalized and amortiized ‘
over its estimated useful life. The Group has applied the relevant transitional provisions in i
HKFRS 3 (the “Transitional Provision”). Goodwill previously recognized in reservesihas i
been transferred to tte Group’s retained profits on 1 April 2005. With respect ta goodwill
arising on acquisitions after 1 April 2001 which previously capitalized on the balance sheet
and included in intangible assets or included in interests in associates, the Group lhas
discontinued amortizing such goodwill from 1 April 2005 onwards and goodwill wi]l‘ be
tested for impairmen: at least annuvally. Goodwill arising on acquisitions after 1 January
2005 is measured at :ost less accumulated impairment losses after initial recogniu’on’ (f
any). As a result of this change in accounting policy, no amortization of goodwill has bFen
charged for the nine rionths ended 31 December 2005. In accordance with the Transitiqnal
Provision, the Group has transferred goodwill previously held in capital reserve and other
reserves of approximately HK$22,566,000 and HK$13,060,000 respectively to retained pro:fits
as at 1 April 2005 (see: Note 3 for the financial impact).

Excess of the Group’s interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost (previously known as “negative goodwill”;)

In accordance with HKFRS 3, any excess of the Group’s interest in the net fair value\ of
acquiree’s identifiable assets, liabilities and contingent liabilities over the cost of acquisition
is recognized immediately in profit or loss in the period in which the acquisition takes 1
place. In previous periods, negative goodwill arising on acquisitions prior to 1 April 2001 of }
approximately HK$429,000 was held in capital reserve and negative goodwill arising lon ‘g
acquisitions after 1 April 2001 of approximately HK$225,000 was presented as a deduction
from interest in associates and released to income based on an analysis of the circumstandes
from which the balance resulted. In accordance with the Transitional Provisions, the Grohp
has derecognized all discount on acquisition as at 1 April 2005 of which negative goodwill ‘
of approximately HK$429,000 previously recorded in capital reserve, and approximately i
HK$225,000 previously presented as a deduction from interests in associates (see Note 3 for ‘
the financial impact). |
Intangible assets are identified as having indefinite useful lives upon the application of

HKAS 38 “Intangible Assets” '

In previous periods, intangible assets were amortized over their estimated useful lives of ten

to twenty years. For the perlod beginning on 1 April 2005, the Group applies, at the f1r’st

time, HKAS 38 which requires intangible assets to be assessed at the individual asset level

as having either finite or indefinite life. A finite-life intangible asset is amortised over its

estimated useful life whereas an intangible asset with an indefinite useful life is carried at

cost less accumulated impairment losses (if any). Intangible assets with indefinite lives are :
not subject to amortization but are tested for impairment annually or more frequently when i
there are indications of impairment. In accordance with the transitional provisions in HKAS
38, the Group reassessed the useful lives of its 1ntang1ble assets on 1 April 2005 an‘d
concluded that certain t:ademark licenses with a total carrying amount of HK$226,687, 000 j
recognized under the predecessor accounting standard have indefinite useful lives. The
Group has applied the revised useful lives prospectively and discontinued amortizinﬁg /
intangible assets with indefinite useful lives from 1 April 2005. No amortization has been ;
charged in relation to intangible assets with indefinite useful lives for the nine month@
ended 31 December 20015, As a result of this change in accounting estimate, amomzanon
charge for the nine months ended 31 December 2005 has decreased by approxxmately
HK$38,300,000. Compacative figures have not been restated.
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS (Cont’d)

Owner-occupied Leasehold Interest in Land

In previous periods, owner-occupied leasehold land and buildings were included in property,
plant and equipment measured using the revaluation model. In 2005, the Group has applied
HKAS 17 “Leases”. Under HKAS 17, the land and buildings elements of a lease of land and
buildings are considered separately for the purposes of lease classification, unless the lease
payments cannot be allocated reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease. To the extent that the allocation
of the lease payments between the land and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid lease payments under operating leases,
which are carried at cost and amortized over the lease term on a straight-line basis. This
change in accounting policy has been applied retrospectively and has had no material effect
on the Group’s retained profits as at 1 April 2005 since no reliable allocation between the
land and buildings elements can be made. The leasehold interests in land continue to be
accounted for as property, plant and equipment.

Financial Instruments

In 2003, the Group has applied HKAS 32 “Financial Instruments: Disclosure and Presentation”
and HKAS 39 “Financial Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. The adoption of HKAS 32 has had no material effect on the
presentation of financial instruments in the financial statements of the Group. HKAS 39,
which is effective for accounting periods beginning on or after 1 January 2005, generally
does not permit to recognize, derecognize or measure financial assets and liabilities on a
retrospective basis. The principal effects on the Group as a result of implementation of
HKAS 39 are summarized below:

Classification and measurement of financial assets and financial liabilities

The Group has applied the relevant transitional provisions in HKAS 39 with respect to
classification and measurement of financial assets and financial liabilities that are within the
scope of HKAS 39.

By 31 March 2005, the Group classified and measured its debt and equity securities in
accordance with the benchmark treatment of SSAP 24, Under SSAP 24, investments in debt
or equity securities are classified as “investment securities”, “other investments” or “held-
to-maturity investments” as appropriate. “Investment securities” are carried at cost less any
identified impairment losses while “other investments” are measured at fair value, with
unrealized gains or losses included in the profit or loss. Held-to-maturity investments are
carried at amortized cost less any identified impairment losses. From 1 April 2005 onwards,
the Group classifies and measures its debt and equity securities in accordance with HKAS
39. Under HKAS 39, financial assets are classified as “financial assets at fair value through
profit and loss”, “available-for-sale investments”, “loans and receivables”, or “held-to-maturity
financial assets”. The classification depends on the purpose for which the assets are acquired.
“Financial assets at fair value through profit and loss” and “available-for-sale investments”
are carried at fair value, with changes in fair values recognized in profit and loss and equity,
respectively. “Loans and receivables” and “held-to-maturity financial assets” are measured
at amortized cost using the effective interest method (see Note 3 for the financial impact).
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS (Cont’d)

Financial Instruments (Cont’d) i
Financial assets and financial liabilities other than debt and equity securities

From 1 April 2005 onwards, the Group has classified and measured its financial assets| and
financial liabilities other than debt and equity securities (which were previously outside the
scope of SSAP 24) in accordance with the requirements of HKAS 39. As mentioned above,
financial assets under HKAS 39 are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”, “loans and receivables” or “held-to-
maturity financial asszts”. Financial liabilities are generally classified as “financial liabilities
at fair value through profit or loss™ or “other financial liabilities”. Other financial liabilities
are carried at amortized cost using the effective interest method. The adoption of HKAS 39 _
has had no material effect to the financial assets and financial liabilities other than debt and [

equity securities of the Group. )
Investment in converiible notes !

From 1 April 2005 oawards, the Group has applied HKAS 39 to the convertible notes it i,
acquired during the period ended 31 December 2005. In accordance with HKAS 39, {the
conversion option elzment of the convertible note represents an embedded derivative
instrument which is accounted for separately from the convertible note and, as such, to be
measured at fair value when initially recorded and at subsequent reporting dates. The fair
value of this conversion option, is estimated using a relevant option pricing model at the
date of subscription of the convertible note, and as at subsequent reporting dates. Changes
in fair value of the corversion option of the unlisted convertible note are recognized directly
in profit or loss (see Note 3 for the financial impact).

Share-based payment ‘ '

From 1 April 2005 onvsards, the Group has applied HKFRS 2 “Share-based payment” wh\ich l?
requires an expense to be recognized where the Group buys goods or obtains services\in
exchange for shares or rights over shares (“equity-settled transactions™), or in exchange for i
other assets equivalen: in value to a given number of shares or rights over shares (“cash- j
settled transactions’). The principal impact of HKFRS 2 on the Group is in relation to the f
expensing of the fair value of directors’ and employees’ share options of the Company and
its subsidiaries determined at the date of grant of the share options over the vesting period. 3
Prior to the application of HKFRS 2, the Group did not recognize the financial effect)of
these share options until they were exercised. The Group has applied HKFRS 2 to shar}es
granted on or after 1 April 2005. In relation to shares granted before 1 April 2005, t%}e ‘
Group has not appliec. HKFRS 2 to shares granted on or before 7 November 2002 and i
shares granted after 7 November 2002 and had vested before 1 April 2005 in accordance ,
with the relevant transi:ional provisions. The Group had no share granted after 7 November i

2002 and had not yet vasted on 1 April 2005, and accordingly, no retrospective restatemernt
is required. |
i
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS (Cont’d)

Hotel properties

HK Interpretation 2 (“HK-Int 27") “The Appropriate Accounting Policies for Hotel Properties”
clarifies the accounting policy for owner-operated hotel properties. In previous periods, the
self-operated hotel properties of the Group’s associate were carried at cost less impairment
amounts and were not subject to depreciation. HK-Int 2 requires owner-operated properties
to be classified as property, plant and equipment in accordance with HKAS 16, “Property,
Plant and Equipment” and therefore be accounted for either using the cost model or the
revaluation model. The Group’s associate has resolved to account for these hotel properties
using the cost model. In the absence of any specific transitional provisions in HK-Int 2, the
new accounting policy has been applied retrospectively. Comparative figures have been
restated. An adjustment of HK$937,000 has been made to decrease the share of net assets of
associates and to decrease the profit and loss for the year ended 31 March 2005 respectively
(see Note 3 for financial impact).

3. SUMMARY OF THE EFFECTS OF THE CHANGLES IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies described in Note 2 on the results for
the Relevant Periods and for the nine months ended 31 December 2004 are as follows:

(i) On results

For the vear ended 31 March 2003

HKAS 1 SSAP 12  Total effects
HK$'000 HK$’000 HK3$’000
(Note 2) (Note 2)
Increase in share of losses of
associates (3,841) - (3,841)
Decrease (increase) in income
tax expense 3,841 (148) 3,693
Increase in loss for the year - (148) (148)
For the year ended 31 March 2004
HKAS 1 SSAP 12  Total effects
HK$'000 HK$'000 HKS$’000
(Note 2) (Note 2)
Increase in share of losses of
associates (2,377) - 2,377)
Decrease in income tax expense 2,377 8,877 11,254
Increase in profit for the year - 8,877 8,877
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIIJZS
(Cont’d)

For the yvear ended 31 March 2005

HKAS 1 HK-INT 2  Total effects

HK$ 000 HK$’ 000 HK$1000 ]

(Note 2) (Note 2) '

Increase in share of losses of f

associates (4,247) (937) (51184) '

Decrease in income tax expense 4,247 - 41247 :
Decrease in loss for the year - (937) 937)

For the nine months ended 31 December 2005

HKAS 1 HKAS 38 HKAS39  HKFRS 3 Total effects
HK$°000 HK$'000 HK$'000 HK$°000 HK$1000
(Note 2) (Note 2) (Note 2) {Note 2} j

Decrease in realization
of negative
goodwill arising on
acquisition of an
additional interest
in an associate - - - (17) (1D
Decrease in
amortization of
goodwill - - - 18,891 181891
Decrease in
amortization of
trademark licenses - 38,300 - 17,716 561016
Decrease in
amortization of
goodwill arising
on acquisition of

associates - - - 5,522 5,522
Increase in share of

losses of associates (1,435) - - - (1,435}
Decrease in income

tax expense 1,435 - - - 1,435

Change in fair value
of conversion
option of unlisted |
convertible notes - - (51,813) - (51,813)

Increase (decrease)
in profit for
the period - 38,300 (51,813) 42,112 28,599
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

(Cont’d)

For the nine months ended 31 December 2004

Increase in share of losses of associates
Decrease in income tax expense

(ii) On income statement line items

For the year ended 31 March 2003

Increase in share of losses of associates
Decrease in income tax expense

For the vear ended 31 March 2004

Increase in share of losses of associates
Decrease in income tax expenses

- 37 -

HKAS 1
HK$'000
(Note 2)
(Unaudited)

(3,507)
3,507

HKAS 1
HK$'000
(Note 2)

(3,841)
3,841

HKAS 1
HK$000
(Note 2)

(2,377)
2,377
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIE
(Cont’d)

For the year ended 31 March 2005

Increase in share of losses of

associates

Decrease in income tax expense

Increase in loss for the year

LS

HKAS 1 HK-INT 2 Total effects

HKS$’000 HKS$'000 HKS$1000
(Note 2) (Note 2)

(4,247) (937) (5,184)

4,247 - 41247

- (937) 937)

For the nine months ended 31 December 2005

Decrease in
administrative
expenses

Decrease in realization
of negative goodwill
arising on acquisition
of an additional
interest in an associate

Decrease in amoriization
of goodwill arising
on acquisition of
associates

Increase in share of
losses of associates

Decrease in incomie
tax expense

Change in fair value
of conversion
option of unlist:d
convertible notes

HKAS 1 HKAS 38 HKAS 39 HKFRS 3 Total effects
HK$’000 HK$’000 HK$°000 HK$'000 HK3!'000
{Note 2) {Note 2) (Note 2) (Note 2)
- 38,300 - 36,607 741907
- - - (1N (17N
- - - 5,522 51522
(1,435) - - - (1.435)
1,435 - - - 11435
- - (51,813) - (51,813)
- 38,300 (51,813) 42,112 28,599
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(Cont’d)

For the nine months ended 31 December 2004

HKAS 1
HK3$°000
(Note 2)
(Unaudited)

Increase in share of losses of associates (3,507)
Decrease in income tax expense 3,507

The cumulative effects of the new HKFRSs as at respective balance sheet dates are
summarized below:

As at 31 March 2003

As originally As

stated HKAS 1 restated

HK$’000 HK$’000 HK$’000

Total assets and liabilities 1,904,165 - 1,904,165
Share capital 1,603 - 1,603
Capital reserve (34,164) - (34,164)
Other reserves 1,605,327 - 1,605,327
Retained profits 156,801 - 156,801
Minority interests - 174,598 174,598
Total effects on equity 1,729,567 174,598 1,904,165
Minority interests 174,598 (174,598) -
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3. SUMMARY OF TH: EFFECTS OF THE CHANGES IN ACCOUNTING POLICIEBS

{Cont’d)

As at 31 March 2004

Total assets anc. liabilities

Share capital
Capital reserve
Other reserves
Retained profits
Minority interests

Total effects on equity

Minority interests

As originally As
stated HKAS 1 restated
HK$'000 HK$000 HK§ 000
2,278,338 - 2,278,838
1,866 - 1,866
(21,581) - (21,581)
1,734,016 - 1,734,016
158,880 - 158,880

- 405,157 405,157

1,873,181 405,157 2,278,338

405,157 (405,157)
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES
(Cont’d)

As at 31 March 2005

Property, plant and
equipment

Interests in associates

Investments in securities
{non-current)

Available-for-sale investments

Investments in securities
(current)

Investments held for trading

Other net assets

Total effects on assets
an liabilities

Share capital

Capital reserve

Other reserves

Retained profits
Minority interests

Total effects on equity

Minority interests

Note:

As at Adjustments

31 March As at on Asat
2005 Retrospective 31 March 1 April 1 April
(originally adjustments 2005 2005 2008
stated) HKAS1 HEK-INT2 (restated) (Note} (restated)
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000
70,557 - - 70,557 - 70,557
636,666 - (937) 635,729 27,590 663,319
123,534 - - 123,534 (123,334) -
- - - -~ 123,534 123,534

144,435 - - 144435 (144,435) -
~ - - - 144 433 144,435
1,281,736 - - 1,281,736 - L28L736
2,256,928 - (937) 2,255,991 27,590 2,283,581
2,236 - - 2,236 - 2,236
(22,137) - - (22,137 22,137 -
1,683,323 - - 1,085,323 11,947 1,697,270
141,889 - (937} 140952 (6,494) 134458
- 449,617 - 449617 - 449,617
1,807.311 449,617 (937) 2,255,991 27,590 2,283,581
449617 (449,617) ~ - - -

The adjustment of approximately HK$27,365,000 included in interests in associates represents

the adoption of new HKFRSs by an associate of the Group. The other adjustments represent the
adoption of HKAS 39 and HKFRS 3 by the Group. For details, please refer to Note 2.
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

(Cont’d)

|

4

The financial effects of the application of the new HKFRSs to the Group’s eqlgity as
at 1 April 2002 are summarized below:

As originally

Share capital
Capital reserve
Other reserves
Retained profits
Minority interests

Total effects cn equity

stated SSAP 12 HKAS1 As resjta:ed
HK$’000 HK3$°000 HKS$’000 HKS$’000
(Note 2) (Note 2)

160,301 - - 160,301
(138,749) - - (138,749)
1,886,811 - - 1,886,811
338,805 6,616 - 345,421
- 6,218 214,611 220,829
2,247,168 12,834 214,611 2,474,613

The Group has not early applied the following new Standards or Interpretations that
have been issued but are not yet effective. The directors of the Company anticlipate
that the application of these Standards or Interpretations will have no or any material
impact on the financial statements of the Group.

HKAS 1 (Amendment)

HKAS 19 (Anr endment)
HKAS 21 (Amendment)
HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4
(Amendmens)

HKFRS 6

HKFRS 7

HK(IFRIC) - INT 4

HK(IFRIC) - INT 5

HK(IFRIC) - INT 6

HK(FRIC) - INT 7

Capital disclosures’

Actuarial gains and losses, group plans and disclosures?

Net investment in a foreign operation’

Cash flow hedge accounting of forecast intragroup
transactions’

The fair value option?

Financial guarantee contracts?

3

Exploration for and evaluation of mineral resources?

Financial instruments: Disclosures’

Determining whether an arrangement contains a lease?

Rights to interests arising from decommissioning,
restoration and environmental rehabilitation funds?

Liabilities arising from participating in a specific market
— waste electrical and electronic equipment?

Applying the restatement approach under HKAS 29‘\’
Financial Reporting in Hyperinflationary Economies?

! Effective for annual periods beginning on or after 1 January 2007.
2 Effective for annual periods beginning on or after 1 January 2006.
?  Effective for an1ual periods beginning on or after 1 December 2005.

*  Effective for annual periods beginning on or after 1 March 2006.
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4. CHANGE OF ACCOUNTING ESTIMATES
Change of depreciation rate

Prior to | April 2004, certain furniture, fixtures and equipment were depreciated at 10% per
annum. With effect from 1 April 2004, they are depreciated at 33% per annum which
reflects the Group’s previous experience of the useful lives of those assets. The change in
depreciation rate has increased the depreciation charge for the year ended 31 March 2005 by
HK$3,003,000. There was no other change of depreciation rate for the year ended 31 March
2003 and 2004 and for the nine months ended 31 December 2005.

5. SIGNIFICANT ACCOUNTING POLICIES

The financial information has been prepared under the historical cost basis except for certain
properties and financial instruments, which are measured at revalued amounts or fair values,
as explained in the accounting policies set out below. The financial information has been
prepared in accordance with the principal accounting policies set out below which conform
with HKASs and HKFRSs.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company
and its subsidiaries.

The results of subsidiaries acquired or disposed of during the Relevant Periods are included
in the consolidated income statement from the effective date of acquisition or up to the
effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring
their accounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented separately
from the Group’s equity therein. Minority interests in the net assets consist of the amount of
those interests at the date of the original business combination and the minority’s share of
changes in equity since the date of the combination. Losses applicable to the minority in
excess of the minority’s interest in the subsidiary’s equity are allocated against the interests
of the Group except to the extent that the minority has a binding obligation and is able to
make an additional investment to cover the losses.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the
Group’s interest in the fair value of the identifiable assets and liabilities of a subsidiary or
an associate at the date of acquisition.

Goodwill arising on acquisition prior to 1 April 2001 continues to be held in reserves, and
will be charged to the retained earnings at the time when the business to which the goodwill
relates is disposed of or when a cash-generating unit (“CGU”) to which the goodwill relates
becomes impaired.

For previously capitalised goodwill arising on acquisitions after 1 April 2005, the Group
has discontinued amortisation from 1 January 2005 cnwards, and such goodwill is tested for
impairment annually, and whenever there is indication that the CGU to which the goodwill
relates may be impaired.
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5. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) |

Goodwill arising on acquisition after 1 January 2005 is recognized as an asset and im'tLa]ly ‘
measured at cost, being the excess of the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets, liabilities and contingent liabilities i
recognized. !

For the purpose of iinpairment testing, goodwill is allocated to each of the Group’s QGU
expected to benefit from the synergies of the combination. CGU to which goodwill has been
allocated are tested for impairment annually, or more frequently when there is an indication
that the unit may be impaired. If the recoverable amount of the CGU is less than| the
carrying amount of the unit, the impairment loss is allocated first to reduce the carrying \
amount of any goodwill allocated to the unit and then to the other assets of the unit pro-{ra[a ’
on the basis of the carrying amount of each asset in the unit. An impairment loss recognized }
for goodwill is not reversed in a subsequent period. i

Excess of an acquirer’s interest in the net fair value of an acquiree’s identifiable
assets, liabilities and contingent liabilities over cost (“discount on acquisitions’)

A discount on acquisition arising on an acquisition of a subsidiary, an associate or a jointly
controlled entity for which an agreement date is on or after 1 January 2005 represents'the
excess of the net fair value of an acquiree’s identifiable assets, liabilities and contingent
liabilities over the cost of the business combination. Discount on acquisition is recognijzed
immediately in profit or loss. A discount on acquisition arising on an acquisition of} an
associate (which is accounted for using the equity method) is included as income in ithe
determination of the investor’s share of results of the associate in the period in which fthe
investment is acquired.

As explained in Note 2 above, all negative goodwill as at 1 April 2005 has been derecognized |
with a corresponding ¢djustment to the Group’s retained earnings. i

Trademark licenses |

Prior to 31 March 2005, intangible assets were amortized over their estimated useful lives i
of ten to twenty years. For the period beginning on 1 April 2005, intangible assets wkth :
indefinite useful lives and trademark licenses not yet available for use are tested for ‘
impairment annually by comparing their carrying amounts with their recoverable amouﬁts, i
irrespective of whether there is any indication that they may be impaired. If the recoverable
amount of an asset is estimated to be less than its carrying amount, the carrying amountTof i
the asset is reduced to its recoverable amount. An impairment loss is recognised as lan

expense immediately.

U

When an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, but so that the increased carrying amou‘nt
does not exceed the carrying amount that would have been determined had no impairment

loss been recognised for the asset in prior years.

Trademark licenses wirh finite-life are stated at cost less amortization and any identifi?d
impairment loss. Amorization is calculated to write off the cost of the trademark licenses
over their estimated useful lives, using the straight line method.

Patent

The patent is measured initially at cost and amortized on a straight line basis over its
estimated useful life.
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5. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Revenue recognition
Sales of goods are recognized when goods are delivered and title has passed.

Sales of investments in securities are recognized on a trade-date basis when contracts are
executed.

Sales of other asset are recognized upon the execution of a binding sale agreement.
Internet service income and royalty income are recognized when services are provided.

Rental income, including rentals invoiced in advance from properties let under operating
leases, is recognized on a straight line basis over the period of the respective leases.

Interest income from a financial asset is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

Investments in associates

The results and assets and liabilities of associates are incorporated in these financial
statements using the equity method of accounting. Under the equity method, investments in
associates are carried in the consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the profit or ioss and of changes in equity of the associate,
less any identified impairment loss. When the Group’s share of losses of an associate equals
or exceeds its interest in that associate (which incfludes any long-term interests that, in
substance, form part of the Group’s net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of losses is provided for and a
liability is recognized only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated
to the extent of the Group’s interest in the relevant associate.

Impairment (other than goodwill, intangible assets with indefinite useful lives and
intangible assets that are not yet ready for use)

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the
recoverable amount of the asset is estimated to be less than its carrying amount, the carrying
amount of the asset or CGU is reduced 1o its recoverable amount. Impairment losses are
recognized as expenses immediately.
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S. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estima‘e of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment |
loss been recognized for the asset in prior years. A reversal of an impairment loss is !
recognized as income immediately. An impairment loss recognized for goodwill ariking ’
from business combinations for which the agreement date is on or after 1 January 2005 is \
not reversed in subsequent period.

Property, plant and equipment

Property, plant and equipment are stated at cost or valuation less accumulated depreciation *
and amortization and accumulated impairment losses. ’

Advantage has been tiken of the transitional relief provided by paragraph 80A of HKAS 16 i
“Property, plant and cquipment” from the requirement to make regular revaluations of|the ‘
Group’s land and buildings which had been carried at revalued amounts prior to 30 September
1995. Accordingly, no further revaluation of land and buildings will be carried out. :

Depreciation and amortization are provided to write off the cost or valuation of items of

property, plant and equipment over their estimated useful lives, on a straight-line basis) at
the following rates per annum:

Freehold land Nil
Leasehold land and buildings Over the period of the leases or 2.5% - 5%
Plant and machinery 10% - 20% ‘
Moulds 25% - 33% ;
Furniture, fixtures and equipment 10% - 3%%
Motor vehicles 20% - 25%

The gain or loss arising on the disposal or retirement of an asset is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized
in the income statement.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially ?

all the risks and rewards of ownership to the lessee. All other leases are classified las i
operating leases.

The Group as lessor

Rental income from operating leases is recognised in the income statement on a straight line x
basis over the term of the relevant lease. Initial direct costs incurred in negotiating and '
arranging an operating lease are added to the carrying amount of the leased asset and ‘
recognised as an expense on a straight line basis over the lease term.
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5.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
The Group as lessee

Assets held under finance leases are recognized as assets of the Group at their fair value at
the inception of the lease or, if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the balance sheet as a finance lease
obligation. Lease payments are apportioned between finance charges and reduction of the
lease obligation so as to achieve a constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to profit or loss.

Rentals payable under operating leases are charged to profit or loss on a straight-line basis
over the term of the relevant lease. Benefits received and receivable as an incentive to enter
into an operating lease are recognized as a reduction of rental expense over the lease term
on a straight-line basis.

Other asset

Other asset which represent interest on development right of land held for sale are stated at
the lower of cost and net realisable value.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost comprises direct
materials and, where applicable, those overheads that have been incurred in bringing the
inventories to their present location and condition. Cost is calculated using the weighted
average cost method. Net realizable value represents the estimated selling price less all
estimated costs to completion and costs to be incurred in marketing, selling and distribution.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies
other than the functional currency of the entity (foreign currencies) are recorded in its
functional currency (i.e. the currency of the primary economic environment in which the
entity operates) at the rates of exchanges prevailing on the dates of the transactions. At each
balance sheet date, monetary items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing on the date when
the fair value was determined. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognized in profit or loss in the Relevant Periods in which they arise,
except for exchange differences arising on a monetary item that forms part of the Group’s
net investment in a foreign operation, in which case, such exchange differences are recognized
in equity in the consolidated financials statements. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in profit or loss for the
period except for differences arising on the retranslation of non-monetary items in respect
of which gains and losses are recognized directly in equity, in which cases, the exchange
differences are also recognized directly in equity.
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|

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Share-based payment

Equity-settled share-based payment transactions
Share options granted to employees

The fair value of services received determined by reference to the fair value of share options
granted at the grant clate is expensed on a straight-line basis over the vesting period, with a
corresponding increase in equity (share option reserve).

At the time when the share options are exercised, the amount previously recognized in sillare
option reserve will be transferred to share premium. When the share options are forfeite]d or
are still not exercisec' at the expiry date, the amount previously recognized in share option

reserve will continue to be held in share option reserve.
Financial instruments

Financial assets and financial liabilities are recognized on the balance sheet when a group
entity becomes a party to the contractual provisions of the instruments. Financial assets ‘and
financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate} on
initial recognition. Transaction costs directly attributable to the acquisition of finan%:ial
assets or financial liabilities at fair value through profit or loss are recognized immediately
in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the four categories, including financial
assets at fair value through profit or loss, loans and receivables, held-to-maturity investments
and available-for-sale financial assets. All regular way purchases or sales of financial assets
are recognized and derecognized on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the time frape
established by regulation or convention in the marketplace. The accounting policies adopted
in respect of each category of financial assets are set out below.

\
Financial assets at fair value through profit or loss ‘

Financial assets at fair value through profit or loss has two subcategories, including financial
assets held for trading and those designated at fair value through profit or loss on initial
recognition. At each belance sheet date subsequent to initial recognition, financial assets|at
fair value through profit or loss are measured at fair value, with changes in fair value
recognized directly in profit or loss in the period in which they arise.

_ 48 - |




APPENDIX I FINANCIAL INFORMATION OF THE GROUP

5. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Loans and receivables

Loans and receivables (including trade and other receivables, short-term loan receivables,
short-term loan receivables from related companies @nd margin loan receivables and bank
deposits) are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. At each balance sheet date subsequent to initial recognition,
loans and receivables are carried at amortized cost using the effective interest method, less
any identified impairment losses. An impairment loss is recognized in profit or loss when
there is objective evidence that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment losses are reversed in subsequent
periods when an increase in the asset’s recoverable amount can be related objectively to an
event occurring after the impairment was recognized, subject to a restriction that the carrying
amount of the asset at the date the impairment is reversed does not exceed what the amortized
cost would have been had the impairment not been recognized.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated or not
classified as any of the other categories (set out above). At each balance sheet date subsequent
to initial recognition, available-for-sale financial assets are measured at fair value. Changes
in fair value are recognized in equity, until the financial asset is disposed of or is determined
to be impaired, at which time, the cumulative gain or loss previously recognized in equity is
removed from equity and recognized in profit or loss. Any impairment losses on available-
for-sale financial assets are recognized in profit or loss. Impairment losses on available-for-
sale equity investments will not reverse in subsequent periods. For available-for-sale debt
investments, impairment losses are subsequently reversed if an increase in the fair value of
the investment can be objectively related to an event occurring after the recognition of the
impairment loss.

For available-for-sale equity investments that do not have a quoted market price in an active
market and whose fair value cannot be reliably measured and derivatives that are linked to
and must be settled by delivery of such unquoted equity instruments, they are measured at
cost less any identified impairment losses at each balance sheet date subsequent to initial
recognition. An impairment loss is recognized in profit or loss when there is objective
evidence that the asset is impaired. The amount of the impairment loss is measured as the
difference between the carrying amount of the asset and the present value of the estimated
future cash flows discounted at the current market rate of return for a similar financial asset.
Such impairment losses will not reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified according
to the substance of the contractual arrangements entered into and the definitions of a financial
liability and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the
group after deducting all of its liabilities. The Group’s financial liabilities are generally
classified into financial liabilities at fair value through profit or loss and other financial
liabilities. The accounting policies adopted in respect of financial liabilities and equity
instruments are set out below.

— 49 -




\
APPENDIX I FINANCIAL INFORMATION OF THE GROUP

5.

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Other financial liabilities

Other financial liabilities including trade and other payables, margin loan payables, dividend
payable, amount due to an associate, amount due to a minority shareholder, borrowings,
bills payables, obligations under finance leases and bank overdrafts are subsequently measured
at amortised cost, usir.g the effective interest rate method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of
direct issue costs.

Derivative financial instruments and hedging
Derivatives of the Greup that do not qualify for hedge accounting are deemed as financial

assets held for trading or financial liabilities held for trading. Changes in fair values of such
derivatives are recognized directly in profit or loss.

Derecognition .

Financial assets are derecognized when the rights to receive cash flows from the assLts
expire or, the financial assets are transferred and the Group has transferred substantially lall
the risks and rewards of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the sum of the consideration
received and the cumilative gain or loss that had been recognized directly in equityl is
recognized in profit or loss. |
For financial liabilities, they are removed from the Group’s balance sheet (i.e. when éhe
obligation specified in the relevant contract is discharged, cancelled or expires). The differen:ce
between the carrying eémount of the financial liability derecognized and the consideration
paid is recognized in profit or loss. })
|

Taxation
i
Income tax expense represents the sum of the tax currently payable and deferred tax. \

The tax currently payable is based on taxable profit for the Relevant Periods. Taxable pro)fit
differs from net profit as reported in the income statement because it excludes items of
income or expense that are taxable or deductible in other years and it further excludes items
that are never taxable or deductible. The Group’s liability for current tax is calculated USiI’;lg

tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the
carrying amount of ass:ts and liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit, and is accounted for using the balan¢e
sheet liability method. Deferred tax liabilities are generally recognized for all taxable
temporary differences, eénd deferred tax assets are recognized to the extent that it is probable
that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognized if the temporary difference arises
from goodwill or from the initial recognition (other than in a business combination) of other
assets and liabilities in & transaction that affects neither the taxable profit nor the accounting
profit.
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5. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Deferred tax liabilities are recognized for taxable tempcrary differences arising on investments
in subsidiaries and associates, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

Retirement benefits costs

Payments to defined contribution retirement benefit plans are charged as expenses as they
fall due.

6. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the Group’s accounting policies which are described in note 5,
management has made the following judgment that have significant effect on the amounts
recognized in the financial statements. The key assumptions concerning the future, and
other key sources of estimation uncertainty at the balance sheet date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are also discussed below.

Depreciation and Amortization

The Group’s net book value of property, plant and equipment as at 31 December 2005 was
HK$72,996,000. The Group depreciates the plant and machinery on a straight-line basis
over the estimated useful life of three to forty years, and after taking into account of their
estimated residual value, using the straight-line method, at the rate 2.5% to 33% per annum,
commencing from the date the equipment is placed into productive use. The estimated
useful life and dates that the Group places the equipment into productive use reflects the
directors’ estimate of the periods that the Group intend to derive future economic benefits
from the use of the Group’s plant and equipment.

Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of the Group is based on the evaluation
of collectability and aged analysis of accounts and on management’s judgment. A considerable
amount of judgment is required in assessing the ultimate realization of these receivables,
including the current creditworthiness and the past collection history of each customer. If
the financial conditions of customers of the Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances may be required.
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6. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATI(i)N
UNCERTAINTY (Cont’d)

Allowances for inventories

The management of the Group reviews an aged analysis at each balance sheet date, and ‘~
makes allowance for cbsolete and slow-moving inventory items identified that are no longer
suitable for resale. The management estimates the net realizable value for such finished
goods and work in progress based primarily on the latest invoice prices and current market
conditions. The Group carries out an inventory review on a product-by-product basis at each
balance sheet date and makes allowance for obsolete items. i

Estimated impairment of goodwill and trademark licenses

Determining whether zoodwill and trademark licenses are impaired requires an estimation
of the value in use of the CGU to which goodwill and trademark licenses has been allocat!ed.

The value in use calculation requires the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable discount rate in order to calculate the
present value. As at 31 December 2005, the carrying amounts of goodwill and trademérk !
licenses are HK$168,231,000 and HK$62,020,000 respectively. Details of the recoverable :
amount calculation are disclosed in note 21. ‘

Income taxes ‘
|
As at 31 December 2005, a deferred tax asset of HK$1,041,000 in relation to unused tax ;
losses has been recognised in the Group’s balance sheet. The realisability of the deferred tax ‘
asset mainly depends on whether sufficient future profits or taxable temporary differenc:es :
will be available in the future. In cases where the actual future profits generated are less jor f
more than expected, a material reversal or further recognition of deferred tax assets may ‘
arise, which would be recognised in the income statement for the period in which such a
reversal or further recognition takes place.

i
l
1
\
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7.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s major financial instruments include equity and debt investments, borrowings,
trade and other receivables, short-term loan receivables, margin loans receivables and bank
deposits or payables, trade and other payables and obligations under finance leases and bank
deposits or payables. Details of these financial instruments are disclosed in respective notes.
The risks associated with these financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely and effective manner.

Currency risk

Several subsidiaries of the Company have foreign currency sales, which expose the Group
to foreign currency risk. In order to mitigate the foreign currency risk, foreign currency
forward contracts are entered into in respect of highly probable foreign currency forecast
sales in accordance with the Group’s risk management policies.

Certain trade receivables, short-term loan receivables and borrowings of the Group are
denominated in foreign currencies. The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure should the need arises.

Fair value interest rate risk

The Group’s fair value interest rate risk relates primarily to fixed-rate and variable-rate
bank borrowings (see Note 34 for details of these borrowings). In relation to these fixed-rate
borrowings, the Group aims at keeping borrowings at variable rates.

Credit risk

The Group’s maximum exposure to credit risk in the event of the counterparties failure to
perform their obligations as at 31 December 2005 in relation to each class of recognised
financial assets is the carrying amount of those asseis as stated in the consolidated balance
sheet. In order to minimise the credit risk, the management of the Group has delegated a
team responsible for determination of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each individual trade debt at each balance sheet
date to ensure that adequate impairment losses are rade for irrecoverable amounts. In this
regard, the directors of the Company consider that the Group’s credit risk is significantly
reduced.

The Group has no significant concentration of credit risk, with exposure spread over a
number of counterparties and customers.

Price risk
The Group’s available-for-sale investments and investments held for trading are measured at
fair value at each balance sheet date. Therefore, the Group is exposed to equity and debt

security price risk. The management manages this exposure by maintaining a portfolio of
investments with different risk profiles.

- 53 -




H

APPENDIX I FINANCIAL INFORMATION OF THE GRO}UP

8. REVENUE

Revenue represents the net amounts received and receivable for goods sold, securities traded
by the Group, and salzs of other asset to outside customers during the Relevant Periods land
for the nine months ended 31 December 2004 and is analysed as follows:

Nine months ended |
Year ended 31 March 31 December :

2003 2004 2005 2004 %005 ‘

HK3000 HK$'000 HK3'000 HK$°000 HK$;000 ;

(Unaudited) ;

1

Sales of goods 4,084,798 4,974,981 5,542,975 4,355,280 4,290.687
Securities trading 78,006 34,949 93,884 78.844 113j996 :
Sale of other asset (Note 27) - 16,000 39,600 - 1181800 f

4,162,804 5,025,930 5,676,459 4,434,124 4,523,483

9. SEGMENT INFORMATION ’

In accordance with the Group’s internal financial reporting, the Group has determined that
business segments ar: its primary reporting format and geographical segments are|its
secondary reporting format.

|

Business segments ’ |

The Group is organized into four business segments, namely trading of computer rela{ed
products, consumer electronic products and securities and property development and trading. i

‘ i
Following a business reassessment in 2005, the Group considers the property developmént ‘
and trading business as the Group’s forth core business and accordingly the relevant revenue \
is disclosed as revenuz of the Group for the year ended 31 March 2005 and for the nine i
months ended 31 December 2005. Such activities were included in other revenue for the '
year ended 31 March 2004. Comparative figures have been restated to conform with the
2005 presentation.

|
|
|
l
|
r
?
|
!
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9. SEGMENT INFORMATION (Cont’d)
Segment information about these businesses is presented as below:

Trading of  Trading of

computer  consumer Property
related electronic  Trading of development
products products securities and trading Consolidated

HK$'000 HK$000 HKS$°000 HK$°000 HK$°000
(As restated)

For the year ended 31 March 2003

REVENUE
External sales 2,975,181 1,109,617 78,006 - 4,162,804
SEGMENT RESULT 97,875 20,177 (110,408) - 7,644
Interest income 38,646
Unallocated corporate expenses (38,044)
Impairment loss on investment

securities (323,287)
Finance costs (31,669)
Share of losses of associates (36,367)

Impairment loss on goodwill
arising on acquisition of

an associate (104,585)
Net gain on disposal of
subsidiaries 25

Amortization of goodwill
arising on acquisition of

an associate (6,612)
Allowance for loans to
associates (79,595)
Loss before income tax (574,444)
Income tax expense (32,200)
Loss for the year (606,644)
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1

| 1
9.  SEGMENT INFORMATION (Cont’d) | 1

|

Trading of  Trading of ’

computer consumer Property
related electronic  Trading of development ;.
products products securities and trading Consolidated L

HK$’000 HK$000 HK$'000 HK$°000 HK$1000

(As resta‘ted)

| i

Assets and liabilities at 3.1 March 2003

ASSETS ;
Segment assets 1,395,363 983 193,920 - 1,590,266 !
Interests in associates 271362 :
Investment securities 902,980 :
Unallocated corporate assets 503,123 ;
Consolidated total assets 3,267,731
LIABILITIES g
Segment liabilities 880,683 - 3,161 - 883,§44 ’
Borrowings 417,4}68 .
Unallocated corporate liabilities 62,;54
- 1 i

Consolidated total liabilitics 1,363,5$66
Trading of

computer |

related r

products Corporate Consolidated X

HK$’000 HK$'000 HK$'000 ;

(As restated) '

I

Other information
For the year ended 31 March 2003 | |
Addition of goodwill arising on acquisition l
of additional interest in a subsidiary 199,590 - 199,5?0
Capital expenditure 15,810 3,637 19,447 X
Depreciation and amortization 33,657 1,952 35,6(59 ;
Impairment loss on investment securities - 323,287 323,2%7 3
Impairment loss on property, \ ‘»
plant and equipment - 1,305 1,3q5 ;

Other non-cash expenses 76,669 5,706 82,375

|
|
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9.

SEGMENT INFORMATION (Cont’d)

Trading of  Trading of
computer consumer Property
related  electronic  Trading of development
products products securities and trading Consolidated
HK$§'000 HK$°000 HK$°000 HK$°000 HK$ 000
(As restated)
For the year ended 31 March 2004
REVENUE
External sales 3,737,278 1,237,703 34,949 16,000 5,025,930
SEGMENT RESULT 206,695 21,881 20,804 5,636 255,036
Interest income 22,728
Unallocated corporate expenses (48,948)
Finance costs {26,440)
Share of losses of associates (59,857)
Amortization of goodwill
arising on acquisition of
associates (17,651)
Net gain on disposal of
subsidiaries and associates 10,377
Profit before income tax 135,245
Income tax expense (25,469)
Profit for the year 109,776
Trading of  Trading of
computer consumer Property
related electronic  Trading of development
products products securities and trading Consolidated
HK$'000 HKS$'000 HK$000 HKS$'000 HK3'000
(As restated)
Assets and liabilities at 31 March 2004
ASSETS
Segment assets 2,109,537 1,561 132,964 145,085 2,389,147
Interests in associates 906,409
Unallocated corporate assets 647,680
Consolidated total assets 3,943,236
LIABILITIES
Segment liabilities 1,105,559 - 4,467 1,512 1,111,538
Borrowings 356,980
Unallocated corporate liabilities 196,380
Consolidated total liabilities 1,664,898
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9. SEGMENT INFORMATION (Cont’d) ~

Trading of \

computer \

related I
products Corporate Consolidated
HK$000 HK$’000 HK$’000

{As restated)

Other information
For the year ended 31 March 2004

Addition of goodwill arising

on acquisition of au associate - 208,760 208,760
Addition of intangible assets other than

goodwill arising on acquisition of

a subsidiary 198,065 - 198,0‘65
Capital expenditure 16,946 780 17,7?6
Depreciation and amoriization 61,640 2,129 63,769
Impairment loss on gocdwill arising

on acquisition of a stbsidiary - 4,598 4,598
Other non-cash expenses 42,651 24,820 67,471

Trading of  Trading of
computer  consumer Property
related  electronic  Trading of development
products products securities and trading Consolidated

HK$'000 HK$000 HK$000 HK$°000 HK$000
{As restated),

For the year ended 31 March 2005

REVENUE

External sales 3,977,713 1,565,262 93,384 39,600 5,676,459 \
SEGMENT RESULT 256,558 24,847 77,263 2,105 360,773
Interest income 22,651
Unallocated corporate expenses (63,933) \

Realization of negative goodwill |
arising on acquisition of \
additional interest in \

an associate ' 2,057 !
Finance costs (18,198)
Share of losses of associates {64,909)

Impairment loss on goodwill

arising on acquisition of an

assoclate (177 ,446)
Amortization of goodwill

arising on acquisition of

associates {28,089)
Net loss on disposal of
subsidiaries and associates {(15,747)
Profit before income tax 17,159
Income tax expense {117,397)
Loss for the year (100,238)
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9. SEGMENT INFORMATION (Cont’d)

Trading of  Trading of

computer consumer Property
related electronic ~ Trading of development
products products securities and trading Consolidated

HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
(As restated)

Assets and liabilities
at 31 March 2005

ASSETS
Segment assets 1,784,675 3,792 144,621 108.000 2,041,088
Interests in associates 635,729
Unallocated corporate assets 979,736
Consolidated total assets 3,656,553
LIABILITIES
Segment liabilities 872,534 - 103 1,512 874,149
Borrowings 243,351
Unallocated corporate liabilities 283,062
Consolidated total liabilities 1,400,562
Trading of
computer
related
products Corporate Consolidated
HK$’000 HK$°000 HK$’000
Other information
For the year ended 31 March 2005
Goodwill arising on acquisition of
an additional interest in a subsidiary
after 1 January 2005 24,430 - 24,430
Capital expenditure 13,758 471 14,229
Depreciation and amortization 69,290 1,561 70,851
Impairment loss on goodwill arising
on acquisition of an associate -~ 177,446 177,446
Other non-cash expenses 42,876 31,280 74,156
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9. SEGMENT INFORMATION (Cont’d)

For the nine months ended
31 December 2005

REVENUE
External sales

SEGMENT RESULT

Interest income

Unallocated corporate
income, net

Finance costs

Share of results of associaies

Impairment loss on goodwill
arising on acquisition of
an associate

Net gain on disposal of
subsidiaries and associates

Impairment loss on trademark
licenses

Loss before income tax
Income tax expense

Loss for the period

\
?

Trading of  Trading of
computer consumer Property
related electronic ~ Trading of development
products products securities and trading Consolidgted
HK$'000 HKS$'000 HKS$'000 HK$'000 HK$1000
3,210,121 1,080,566 113,996 118,300 4,523,}83
i
105,185 20,189 (53,566) 12,307 84,?15
32,T22
2,109
(50,952)
(20,732)
(14,3191)
|
10,778
\
(164,667)
(120,3&18)
(61,074)
(181,392)

\
|
|
\
\
\
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9. SEGMENT INFORMATION (Cont’d)

Trading of
computer
related
products
HK$’000
Assets and liabilities
at 31 December 2005
ASSETS
Segment assets 2,179,160
Interests in associates
Unallocated corporate assets
Consolidated total assets
LIABILITIES
Segment liabilities 1,237,316
Borrowings
Unallocated corporate liabilities
Consolidated total liabilities
Trading of
computer
related
products
HK$'000
Other information
For the nine months ended
31 December 2005
Capital expenditure 13,335
Depreciation and amortization 9,887
Impairment loss on
trademark licenses 164,667

Impairment loss on
goodwill arising on
acquisition of interest
in an associate

Trading of
consumer

products securities
HK$’000 HK$'000

Property
electronic ~ Trading of development

1,079 128,894

Trading of
securities
HK$°000

1,255

Corporate
HK$’000

140

!

14,391

and trading Consolidated
HK3$'000 HK$°000

- 2,309,133

637,783
1,422,096

4,369,012

- 1,238,571

§93,950
158,609

2,291,130

Consolidated
HK$’000

13,335
10,027

164,667

14,391
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9.

SEGMENT INFORMATION (Cont’d)

|
|

| |
[ :

Trading of  Trading of i

computer consumer Property }

related electronic = Trading of development i

products products securities and trading Consulids;tted |

HK$°000 HK$'000 HK$ 000 HK$'000 HK$1000 '

For the nine months ended
31 December 2004 (unaudited) :
REVENUE
External sales 2,962,703 1,392,577 78,844 - 4,434,124 g
SEGMENT RESULT 164,604 20,807 57,025 - 242,L36
Interest income 15,456 i
Unallocated corporate expznses (13,&91) ‘
Finance costs (14,224) *
Share of loss of associates (59,175) |
Amortization of goodwill ’ “
arising on acquisition of $
associates (21,065) i
Net loss on disposal of { ?
subsidiaries and associales (16,270)

{ :

Profit before income tax 133,667 |
Income tax expense (90,4528)
Profit for the period 43,2‘39 3

|
|
|
|
|
|
\
|
|
|
|
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9, SEGMENT INFORMATION (Cont’d)

Trading of

computer
related
products Corporate Consolidated
HK$'000 HK$000 HK$°000
Other information
For the nine months ended
31 December 2004 (unaudited)
Capital expenditure 7,519 12 7,531
Depreciation and amortization 49,960 2,145 52,105

Geographical segments

The Group’s trading of computer related products is mainly located in North America and
Europe. The trading of consumer electronic products is mainly located in North America,
the trading of securities is mainly located in Hong Kong and the property development and
trading is mainly in the PRC.

The following table provides an analysis of the Group’s sales revenue by geographical
market, irrespective of the origin of the goods/services:

Sales revenue by geographical market
Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK3$’000 HK$000 HK$°000 HK$'000 HK$000
(Unaudited)
North America 3,483,037 4,222,099 4,834,806 3,807,021 3,868,906
Europe 484,362 564,896 581,085 443,959 312,407
Others 195,405 238,935 260,568 183,144 342,170

4,162,804 5,025,930 5,676,459 4,434,124 4,523,483
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10.

SEGMENT INFORMATION (Cont’d)

The following is an analysis of the carrying amount of segment assets, and additions to
property, plant and equipment, analyzed by the geographical area in which the assets|are
located:

Carrying amount of segment assets Additions to property, plant and equipment
Nine months
As at ended
Asat 31 March 31 December Year ended 31 March 3 Decentlber
2003 2004 2005 2005 2003 2004 2005 2005

HK$:000  HK$'000  HK$000  HK$'000  HK$'000  HKS$'000  HKS'000 HK$§’000

Hong Kong 1,265,517 1,249,153 1,349,581 1,758,593 4,359 1,742 501 183
North America 905,824 1,180,872 1,118,220 1,655,073 10,843 10,944 11,311 111534
Europe 184,07¢ 392,483 257,408 210,114 4,080 4717 21 1}314
Taiwan 291,38¢ 253,034 49178 60,071 124 234 294 ‘.278
Others 269,75¢ 404,195 462,365 402,987 41 89 12 * 25

2,916,560 3,479,737 3,236,752 4,086,838 19,447 17,726 14,229 13,334

Intangible assets of HK$337,873,000, HK$428,019,000, HK$401,383,000 a!nd

HK$236,734,000 and deferred tax assets of HK$13,298,000, HK$35,480,000, HK$18,418,0bO
and HK$45,440,000 as at 31 March 2003, 2004 and 2005 and at 31 December 2005
respectively are excluced from the analysis of the carrying amount of segment assets las
there are not practicable to allocate the amounts to geographical segments.

OTHER OPERATING INCOME
Other operating income included the following items:

Nine months ended }'

Year ended 31 March 31 December \
2003 2004 2005 2004 2005
HKS'000  HKS$'000  HKS'000  HKS$'000  HKS$'000

(Unaudited) |

}
Interest on bank deposits 720 2,938 1,427 2,913 1,771
Interest on loan receivables 37,287 18,283 21,130 12,473 30,8 \6
Interest on loans from associates 639 1,507 94 70 85
Net exchange gain 18,974 31,467 324 - L
Internet service income 5,262 3,363 3,096 2,484 366
Royalty income 3,063 2,722 2,787 2,127 1,147
Net unrealized holding \
gain on other investments - 16,829 17,223 11,471 L
Net gain on disposal of 1
investment securities - 9,577 - - T
Rental income - 11,568 27,672 20,685 19,821
Net gain on trading of 1
derivatives financial |
instruments - - 15,100 15,100 +
Waiver of debt by a third par:y - - 14,415 - -L’-
Management fee income 5,778 8,138 3,573 2,311 2,409
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11. OTHER OPERATING EXPENSES

Year ended 31 March

Nine months ended
31 December

2003 2004 2005 2004 2005
HK$000 HK3$'000 HK$'000 HK$'000 HK$°000
(Unaudited)
Net unrealized holding loss on
other investments 26,482 - - - -
Decrease in fair value of
investments held for trading - - - - 75,215
Written off of long-term loan
and interest receivable 10,821 - - - -
Impairment loss on property,
plant and equipment 1,305 - - - -
Impairment loss on goodwill
arising on acquisition of
a subsidiary - 4,598 - - -
Loss on disposal of
investment securities - - 29,712 - -
38,608 4,598 29,712 - 75,215
12, FINANCE COSTS
Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2008
HK$000 HK$'000 HK$000 HK$'000 HK$'000
(Unaudited)
Interest on borrowings wholly
repayable within five years:
— Bank loans and overdrafts 10,458 12,070 5,722 5,011 12,051
— Other loans 20,360 13,229 11,875 8,739 38,562
- Finance leases 244 587 99 81 24
Interest on bank borrowings not
wholly repayable within
five years 607 554 502 393 315
31,669 26,440 18,198 14,224 50,952
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13. IMPAIRMENT LOSS ON GOODWILL ARISING ON ACQUISITION OF AN
ASSOCIATE

a. For the year erided 31 March 2003, the directors of the Company reviewed the carz.'ying >
value of goodwill arising on the acquisition of an associate, Ding Ing Technollogy %
Co., Ltd. (“Ding Ing”), which is established in Taiwan and was mainly engaged in the ?
marketing of electronic products and other peripherals, which had been debite~d to J%
capital reserve in previous years, with reference to the financial performance and the
business operations of Ding Ing. In view of the prevailing market condition, operzlating [
results and the discounted cash flow projections of Ding Ing, an impairment loss of
HK$104,585,000 had been identified and recognized in the consolidated inc“ome
statement.

b. For the year ended 31 March 2005, the directors of the Company reviewed the carrﬁfing :
value of goodwill arising on acquisition of another associate, China Strategic Hold;’mgs j
Limited (“CSEL”), which is incorporated in Hong Kong and its shares are listed on '
the Stock Exchange, in previous year, with reference to the financial performancejand ‘
the business operations of CSHL. After considering the current market condition jand :
operating resulis of CSHL, an impairment loss of HK$177,446,000 has been identified i
and recognized in the consolidated income statement.

c. For the nine months ended 31 December 2005, the directors of the Company reviewed
the carrying value of goodwill arising on acquisition of another associate, PSC
Corporation Ltd. (“PSCL”), which is incorporated in the Republic of Singapore and
its shares are listed on Singapore Exchange Limited and was mainly engaged in
supply of provisions and household consumer products, in previous year. The carrying
amount of the goodwill has been allocated to the CGU for the segments of consumer
business and healthcare business of PSCL.

The recoverable: amounts of the CGU have been determined on the basis of value in é
use calculations. Their recoverable amounts are based on certain key assumptions.
The value in use calculation of the two segments used cash flow forecasts derived
from the most recent financial budgets for next three years using a discount ratéi of
approximately 10%. Management estimates discount rates using pre-tax rates that '
reflect current raarket assessments of the time value of money and the risks spec1f1c ‘
to the CGU. The growth rates are based on industry growth forecasts. \

After considerinz the current market condition and cash flow forecasts using a dxscm}mt
rate of approximately 10%, an impairment loss of HK$14,391,000 has been identified
and recognized in the consolidated income statement. I 3

1
l

b
) !
i
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14. NET GAIN (LOSS) ON DISPOSAL OF SUBSIDIARIES AND ASSOCIATES

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)
Gain (loss) on disposal of
subsidiaries 25 (1,282) 3,504 2,99] 6,694
Gain on partial disposal of
interest in a subsidiary - 28,594 - - -
Net Ioss on deemed disposal of
interests in associates - (16,935) (19,251) (19,251) -
{Loss) gain on disposal of
interests in associates - - - 1m 4,084
25 10,377 (15,747) (16,270) 10,778

15. INCOME TAX EXPENSE

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$' 000 HKS$'000 HK$'000 HK$ 000 HK3'000
{Unaudited)
Current tax:
Hong Kong Profits Tax
Current tax 141 - 79 - -
QOverprovision in prior years - (112) - - -
Overseas 31,773 46,378 100,157 129,339 87,984
31,914 46,266 100,236 129,339 87,984
Deferred tax (note 37)
Current year 286 (20,679) 17,161 (38,911) {26,910)
Attributable to a change
in tax rate - (118) - - -
286 (20,797) 17,161 (38911 (26,910)
32,200 25,469 117,397 90,428 61,074
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15,

\

INCOME TAX EXFPENSE (Cont’d) :
The income tax expsnse for the Relevant Periods can be reconciled to the (loss) profit
before income tax as in the consolidated income statements as follows:
Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$ 000 HK3$000 HK$'000 HKS$000 HKS[000
(Unaudited)
{Loss) profit before income tax  (574,444) 135,245 17,159 133,667 (120,318)
Tax at applicable tax rate
of 41% (31.3.2003: 39.8%:;
31.3.2004: 41%;
31.3.2005: 41%;
31.12.2004: 41%) (228,629) 55,450 7,035 54,803 (49,330)
Tax effect of share of results of 1
associates 14,465 24,539 26,612 24,262 8,213
Tax effect of income not \
taxable for tax purposes (35,289) (4,949) (11,596) (9,429) (3,499)
Tax effect of expenses not \
deductible for tax purposes 154,753 66,915 93,530 (7,354) 85,800
Tax effect of tax losses not l
recognized 23,379 1,501 16,434 13,089 17,183
Utilization of tax losses not 1
previously recognized (63,843) (43,228) (7,308) (3,602) (3,665)
Utilization of deferred tax
assets not previously
recognized 22,307 (24,996) (319) 1,520 (811)
Reversal of a deferred tax {
assets previously recognized - ~ 27,273 27,273 I
Recognition of unused tax 1oss \
which is not recognized |
in previous years - (24,483) - - b
Qverprovision in prior years 141 (112) - - \——
Effect of different tax rates of
subsidiaries operating ‘
in other jurisdictions 147,744 (26,273) (31,551) (11,997) 5,476
Increase in opening deferred \
tax liability resulting from
an increase in tax rate - (118) - - J;
Others (2,828) 1,223 (2,713) 1,863 1,757
|
Income tax expense for l
the year 32,200 25,469 117,397 90,428 61,074

Hong Kong Profits Tax was calculated at 17.5% of the estimated assessable profit for the1
years ended 31 March 2004 and 2005 and for the nine months ended 31 December 2004 andt
2005 and at 16% of the estimated assessable profit for the year ended 31 March 2003. No]
provision for Hong Konyg Profits Tax was made in the financial statements for the year]
ended 31 March 2004, ar.d for the nine months ended 31 December 2004 and 2005 as the\

assessable profit of subsidiaries operated in Hong Kong was wholly absorbed by tax losses

brought forward.
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15.

16.

INCOME TAX EXPENSE (Cont’d)

For the nine months ended 31 December 2005, a major subsidiary operating in the USA
provides for the USA Corporation tax at 41% (3.31.2003: 39.8%; 3.31.2004: 41%; 3.31.2005:
41%; 12.31.2004: 41%) on the assessable profit in the USA. As the major profit of the
Group is contributed by this subsidiary, the tax reconciliation is prepared using 41%
(31.3.2003: 39.8%; 31.3.2004: 41%; 31.3.2005: 41%; 31.12.2004: 41%).

Income tax arising in other jurisdictions is calculated at the rates prevailing in the relevant
Jurisdictions.

(LOSS) PROFIT FOR THE YEAR/PERIOD

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2008
HKS$'000 HK$'000 HKS$'000 HKS$'000 HK$'000
(Unaudited)
(Loss) profit for the year
has been arrived at after
charging (crediting):
Staff costs (including
directors’ emoluments):
Salaries and other benefits 151,729 170,261 170,850 125,098 121,871
Retirement benefits scheme
contributions 3,854 3,160 3,178 2,391 2,320
155,583 173,421 174,028 127,489 124,191

Depreciation and amortization:
Amortization of intangible
assets (included in
administrative expenses) 14,338 44137 51,066 38,300 605
Depreciation and amortization
of property, plant and

equipment 21,271 19,632 19,785 13,807 9,422
35,609 63,764 70,851 52,107 10,027

Allowance for bad and
doubtful debts 36,534 3,203 22,269 14,662 1,532
Allowance for loan receivables 22,056 16,653 8,338 5,469 -

Allowance (reversal of
allowance) for margin loan

receivables 2,429 5,300 (2,387) - 620
Allowance for slow moving

and obsolete inventories 12,277 24,679 25,588 3,084 19,449
Auditors’ remuneration 7,003 9,204 8,490 4778 5,620

Net realized loss (gain) on

other investments/Loss on

disposal of investments held

for trading 83,926 (3,975) (44,940) (45,554) (21,008)
Loss (gain) on disposal of

property, plant and

equipment 3,373 696 1,098 (258) 108
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\;
17. DIRECTORS’ AND EMPLOYEES’ REMUNERATION } ‘

{(a) Directors’ remuneration a

The emoluments paid or payable to each of the 12 (31 March 2003: 13; 31 Miterh
2004: 13; 31 March 2005: 12 and 31 December 2004: 12) directors were as follows:

Nine months ended

Year ended 31 March 31 December

2003 2004 2005 2004 %005 L

HK$'000 HK$'000 HK$'000 HK$'000 HKS 'jOOO f

(Unaudited) | }

\

Chan Kwok Keung, ;
Charles |

!

Fees - - - - \ - :
Other emoluments ‘
Salaries and other ’
benefits - - - - - ,
Retirement benefits !
scheme contributions - - - - -

i

1 |

\ i

- - - - - !

| |

Yap, Allan r
Fees - - - - -
Other emoluments: |
Salaries and othe: \
benefits 2,400 2,400 2,400 1,800 1,800 ‘

Retirement benefits 1

scheme contrib ations 120 12 12 9 ‘9 {
2,520 2,412 2,412 1,809 1,809 ?

i

Lui Siu Tsuen, Richurd ‘
|

Fees - - - - - 5
Other emoluments:
Salaries and other .
benefits 1,150 1,426 1,378 1,050 1,104 i
Retirement benefits l §
scheme contributions 92 92 92 69 7(‘) }
1,242 1,518 1,470 1,119 1174 :
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17. DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d)

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HKS$'000 HK$000 HK$'000 HK$'000 HK$'000
(Unaudited)

Chan Kwok Hung

Fees - - _ _ _
Other emoluments:; - - - - -
Salaries and other
benefits - - - - -~
Retirement benefits
scheme contributions - - - - -

Fok Kin-ning, Canning

Fees - - - - -
Other emoluments:
Salaries and other
benefits - - - - -
Retirement benefits
scheme contributions - - - - -

Ip Tak Chuen, Edmond

Fees - -~ - -~ -
Other emoluments:
Salaries and other
benefits - - - - -
Retirement benefits
scheme contributions - - - - -
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17. DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d)

T
|
|
|
Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 ‘2005
HK$'000 HK$'000 HK$'000 HK$ 000 HK$’000
(Unaudited)
Cheung Hon Kit
Fees - - - - _
Other emoluments:
Salaries and other
benefits - ~ - - -
Retirement bencfits
scheme contributions - - - - -
|
Kwok Ka Lap, Alva
Fees N/A - 24 12 36
Other emoluments:
Salaries and other |
benefits N/A - - - -
Retirement benef'ts
scheme contributions N/A - - - |-
§
N/A - 24 12 36
1
Wong King Lam, Joseph \
Fees N/A N/A 25 12 3\8
Other emoluments: \
Salaries and other |
benefits N/A N/A ~ - L
Retirement benefits \
scheme contribu:ions N/A N/A - - T
|
|
N/A N/A 25 12 38

Yuen Tin Fan, Francis ‘)

Fees - - - - -
Other emoluments:
Salaries and other
benefits - - - - -
Retirement benefits
scheme contributions - - - - -
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17. DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d)

Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK3’000 HK$°000 HK$'000 HK$'000 HK3$'000
(Unaudited)

Sin Chi Fai
Fees N/A N/A N/A N/A -

Other emoluments:
Salaries and other

benefits N/A N/A N/A N/A -

Retirement benefits
scheme contributions N/A N/A N/A N/A -
N/A N/A N/A N/A -

Cheung Kwok Wah, Ken

Fees
Other emoluments:
Salaries and other

benefits 3,625 1,126 N/A N/A N/A

Retirement benefits
scheme contributions 166 26 N/A N/A N/A
3,791 1,152 N/A N/A N/A

Compensation for loss
of office paid to
a former director by
the Company’s
subsidiary - 625 N/A N/A N/A

3,791 1,777 N/A N/A N/A

Tsang Link Carl, Brian

Fees - - - - N/A
Other emoluments:
Salaries and other

benefits - - - - N/A
Retirement benefits

scheme contributions - - - - N/A

- - - - N/A
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Nine months ended
Year enc :d 31 March 31 December
2003 2004 2005 2004 2005
HK$°000 K3'000 HK$'000 HK$°000 HK$'000
(Unaudited)
Ma Wai Man, Catherine
Fees - - N/A N/A N/A
Other emolumen:s:
Salaries and other
benefits - - N/A N/A N/A
Retirement benefits
scheme coniributions - - N/A N/A N/A
- - N/A N/A N/A
Shih, Edith
Fees - - - - -
Other emoluments:
Salaries and other
benefits - - - - -
Retirement beaefits
scheme con:ributions - - - - -
Ma Si Hang, Frederick
Fees - N/A N/A N/A N/A
Other emoluments:
Salaries and other
benefits - N/A N/A N/A N/A
Retirement benefits
scheme contributions - N/A N/A N/A N/A
- N/A N/A N/A N/A
|
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17. DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d)

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK3$000 HK$’000 HK$'000 HK$’000 HK$'000
(Unaudited)
Directors’ fees - - 49 - 74
Other emoluments:
Salaries and other
benefits 7.175 4,952 3,778 2,850 2,904
Retirement benefits
scheme contributions 378 130 104 78 79
7,553 5,082 3,931 2,928 3,057
Compensation for loss
of office paid to
a former director by
the Company’s
subsidiary - 625 -~ - -
7,553 5,707 3,931 2,928 3,057

During the Relevant Periods and for the nine raonths ended 31 December 2004, no
emoluments were paid by the Group to any director as an inducement to join or upon
joining the Group.

None of the directors waived any emoluments during the Relevant Periods.
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17.  DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d) i
{b) Employees’ remuneration |

The emoluments of the five highest paid individuals of the Group included two dirlctors
of the Company for the year ended 31 March 2003, one director for each of thé: two ‘
years ended 3 March 2004 and 2005, one director for nine months ended 31 Dece‘mber '
2004 and one director for nine months ended 31 December 2005, whose emolurpents ‘
are included i1 (a) above. The aggregate emoluments of the remaining individuals are

as follows: ‘

Nine months ended

Year ended 31 March 31 December 1
2003 2004 2005 2004 2008 !
HK$000 HK$'000 HK$ 000 HK$°000 HK$000
(Unaudited)
Salaries and other
benefits 8,802 9,788 9,916 7,519 7.966
Performance related
incentive paynients 1,064 3,307 3,898 3,800 3,698
Retirement benefit
scheme 50 381 252 169 185
Incentive paymert
on joining - - - - -
9916 13,476 14,066 11,488 13\1,849

Number of employees \
Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2005
(Unaudited)

|
|
HKS$1,500,001 to :
HK$2,000,000 - - - 2 :
HK$2,000,001 to \
HK$2,500,000 1 2 2 ] |
HK$2,500,001 to ;
HK$3,000,000 - - ] - -
HK$3,000,001 to
HK$3,500,000 - 1 - -
HK$3,500,001 to
HK$4,000,000 2 - - - %
HK$5,500,001 to |
HK$6,000,000 - 1 - 1 -
HK$7,000,001 to
HK$7,500,000 - - 1 - -
HK$7,500,001 to
HK$8,000,000 - - - - 1
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17.

18.

DIRECTORS’ AND EMPLOYEES’ REMUNERATION (Cont’d)
(b) Employees’ remuneration (Cont’d)

During the Relevant Periods and nine months ended 31 December 2004, no emoluments
were paid by the Group to the five highest paid individuals as an inducement to join
or upon joining the Group or as compensation for loss of office.

DIVIDENDS
Nine months ended
Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$'000 HK$°000 HK$'000 HK$’000 HK$°000
(Unaudited)
Final, paid - HK6 cents
per share for 2005,
with a scrip option
(2004: HK6 cents per share,
2003: HK2 cents per share,
2002: Nil) - 3,206 11,193 11,193 13,418
Interim, paid - HKS cents
per share for 2004 - 8,015 - - -
Interim, proposed - HK4 cents
per share with a scrip option - - - - 9,045
- 11,221 11,193 11,193 22,463
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19,

(LOSS) EARNINGS PER SHARE

For the three years ended 31 March 2003, 2004 and 2005 and the nine months ended 31
December 2004 and 2005, the calculation of the basic (loss) earnings per share is basL:d on
the loss for the year/period attributable to equity holders of the parent of HK$648, 620 000,
profit of HK$13,30€,000, loss of HK$161,862,000, profit of HK$4,094,000 (unaudlted) and
loss of HK$127,10:2,000, respectively, and on the weighted average number of shaﬁes in
issue during the three years ended 31 March 2003, 2004 and 2005 and the nine m9nths
ended 31 December 2004 and 2005 of 160,303,174 shares, 164,239,677 shares, 198,244,118
shares, 189,936,529 shares and 224,286,960 shares, respectively.

The computation of diluted loss per share for the years ended 31 March 2003 and 2005 and
the nine months ended 31 December 2005 had not assumed the exercise of the Company’s
share options because the exercise would result in a decrease in loss per share.

The computation of diluted earnings per share for the year ended 31 March 2004 and for the
nine months ended 31 December 2004 does not assume the exercise of the Company’s
outstanding share options as the exercise price of these options is higher than the average
market price per share for the year.

In respect of adjustments to the comparative figure of basic loss per share arising from the
adoption of SSAP 12 (Revised) for the year ended 31 March 2003, there is no significant
impact on the basic loss per share for the year ended 31 March 2003. No restatement for
basic loss per share f.as been made accordingly.

The following table summaries the impact on basic earnings per share as a result of:

Nine months ended

(Loss) earnings Year ended 31 March, 31 December,
per share - basic 2003 2004 2005 2004 2005
HK$ HKS$ HK$ HKS$ HKS$

Reported figures
before adjustments (4.05) 0.08 (0.81) 0.02 0.44)

Adjustments arising from.
changes in accounting
policies (Note 3) - - (0.01) - 0.13)

Restated (4.05) 0.08 (0.82) 0.02 (0.57)
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20. PROPERTY, PLANT AND EQUIPMENT

Furniture,
fixtures
Land and Plant and and Motor
buildings machinery =~ Moulds equipment  vehicles Total
HK$'000  HK$'000 HK$000 HK$'000 HK$'000 HK$'000
THE GROUP
COST OR VALUATION
At 1 April 2002 48,901 43,569 5,160 70,149 8,111 175,890
Currency realignment (55) - 243 2,035 10 2,233
Additions - - - 18,699 748 19,447
Disposals - - (2,432) (6,671} (977)  (10,080)
At 31 March 2003 48,846 43,569 2,971 84,212 7,892 187,490
Currency realignment 331 - - 3,473 9 3,813
Additions - - - 16,518 1,208 17,726
Disposals (3,155) - - (6,061) (3,047)  (12,263)
At 31 March 2004 46,022 43,569 2971 98,142 6,062 196,766
Currency realignment 1,103 - - (4,882) 37 (3,742)
Additions - - - 13,528 701 14,229
Disposals and write off - - - (16,791) (2,415) (19,206}
Disposal of a subsidiary - - - (3.811) ~ (3.811)
At 31 March 2005 47,125 43,569 2,971 86,186 4385 184,236
Currency realignment (993) - ~ (525) (42) (1,560)
Additions - - ~ 13,085 250 13,335
Disposals and write off - - ~ (693) (235) (928)
Disposal of a subsidiary - - - (150 -~ (150)
At 31 December 2005 46,132 43,569 2,971 97,903 4,358 194,933
Analysis of cost or valuation:
At 31 March 2003
At cost 20,639 43,569 2,974 84,2112 7,892 159,283
At valuation 28,207 - - - - 28,207

48,846 43,569 2971 84,212 7,892 187,490

At 31 March 2004
At cost 17,815 43,569 2971 98,142 6,062 168,559
At valuation 28,207 - - - - 28,207

46,022 43,569 2,971 98,142 6,062 196,766

At 31 March 2005
At cost 18,918 43,569 2,971 86,186 4,385 156,029
At valuation 28,207 - - - - 28,207

47,125 43,569 2,971 §6.186 4,385 184,236

At 31 December 2005
At cost 17,925 43,569 2,971 97,903 4,358 166,726
At valuation 28,207 - - - - 28,207

46,132 43,569 2,971 97.903 4,358 194,933
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20. PROPERTY, PLANT AND EQUIPMENT (Cont’d) \ E

Furniture, }

fixtures ( t

Land and Plant and and Motor | T
buildings machinery Moulds equipment  vehicles 1T0tal I
|

HK$000  HK$000 HK$000 HK$'000 HK$'000  HKS'000

THE GROUP %

DEPRECIATION, ‘;
AMORTIZATION AND i
IMPAIRMENT 1

At 1 April 2002 7,223 34,454 3,375 36,271 2,819 84,148 1

Currency realignment (1y - 78 1,439 1 \1,517 ‘

Provided for the year 1,090 3,413 1,225 13,742 1,801 %1,271

Impairment loss recognized "[
in the income statemen: 1,305 - - - - 1,305 ‘

Eliminated on disposals - - (1,723) (2,920) (220) ]4,863)

At 31 March 2003 9,617 37,867 2,955 48,538 4,401 10;3,378 ‘

Currency realignment 7 - - 2,682 4 ?,693

Provided for the year 1,012 1,470 7 15,968 1,175 19,632

Eliminated on disposals (2,056) - - (4,456) (1,928) (%5,440)

At 31 March 2004 8,580 39,337 2,962 62,732 3,652 11%,263

Currency realignment 31 - - (4,262) 24 (4.207)

Provided for the year 1,014 1,106 8 16,886 771 19,785

Eliminated on disposals
and write off - -
Eliminated on disposal of x

(14,970) (1,864) (16;,834)

{
(2,328) - (23

subsidiary - - -
At 31 March 2005 9,625 40,443 2,970 58,058 2,583 113\‘,679
Currency realignment (32) - - (375) (28) (435)
Provided for the period 762 323 { 8,014 322 9',422
Eliminated on disposals

and write off - - -~ (601) (42) (643)
Eliminated on disposal of a

subsidiary - ~ - (86) ~ {36)
At 31 December 2005 10,355 40,766 2,971 65,010 2,835 121,{937
NET BOOK VALUES
At 31 December 2005 35,7177 2,803 - 32,893 1,523 72,996
At 31 March 2005 37,500 3,126 1 28,128 1,802 70,557
At 31 March 2004 37,442 4,232 9 35,410 2,410 79,503
At 31 March 2003 39,229 5,702 16 35,674 3,491 84,112
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20. PROPERTY, PLANT AND EQUIPMENT (Cont’d)

The Group’s land and buildings comprise

As at
As at 31 March 31 December
2003 2004 2005 2005
HK$’000 HK$'000 HK$°000 HK$’000
Outside Hong Kong:
Under medium-term
leases in other regions
of the PRC 25,978 25,050 24,122 23,426
Freechold in Taiwan 12,151 12,392 13,378 12,351
Under a medium-term
lease in Macau 1,100 - - -
39,229 37,442 37,500 35,777

The valuation of land and buildings held under medium-term leases in other regions of the
PRC in 1994 was made by Messrs. American Appraisal Hong Kong Limited, an independent
firm of Chartered Surveyors, on an open market value basis.

Had the revalued land and buildings been carried at cost less accumulated depreciation
and amortization, their carrying amount would have been stated at HK$21,862,000,
HK$21,157,000, HK$20,452,000 and HK$19,923,000 at 31 March 2003, 2004, 2005 and 31
December 2005, respectively.

Included in the net book value of property, plant and equipment are assets held under
finance leases amounting to HK$2,660,000, HK$1,985,000 and HK$510,000 at 31 March
2003, 2004 and 2005 respectively.

For the year ended 31 March 2004, the Group disposed of a property located in Macau at a
consideration of HK$1,100,000. Accordingly, impairment loss of HK$1,305,000 has been
recognized in respect of land and buildings for the year ended 31 March 2003 by reference
to the subsequent selling price.
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21. INTANGIBLE ASSETS 1\
Goodwill Goodwill
arising on  arising on
acquisition acquisition

before after ;
1 January 1 January Trademark ‘ l
2005 2005 licences Patent ‘ Total i
HK$'000 HK$’000 HK$’000 HK$'000 HK$’000 »
(note a) (note b) (note c) (note d) ’
COST &
At 1 April 2002 153,093 - 91,318 - 24{4,411
Additions 201,572 - - - 201,572 |
|
At 31 March 2003 \ “
- as previously reported 354,665 - 91,318 - 445,983 ;‘
— adjustment on adoption :
of SSAP 12 (Revised) (1,982) - - - (1,982) >
~ as restated 352,683 - 01,318 - 4411,001
Arising on acquisition of {
a subsidiary 4,598 - - - ?,598
Additions - - 190,000 8,065 198,065
Eliminated on partial disposal
of shareholding in
a subsidiary (69,857) - - ~ (69\,857)
At 31 March 2004 287,424 - 281,318 8,065 576,807
Arising on acquisition of [‘
additional interest in \
a subsidiary - 24.430 _ _ 24)}’430
At 31 March 2005 287,424 24,430 281,318 8,065 601“,237
Eliminated against accumulated ‘
amortization upon the 1
application of HKFRS 3 (143,946) - (54,631) - (198,577)
Additions - 623 - - 623
Impairment loss on tradzmark
licences - - (164,667) - (164,667)
At 31 December 2005 143,478 25,053 62,020 8,065 238,}616
|
AMORTIZATION ‘
At 1 April 2002 76,190 - 15,600 - 91,\790
Provided for the year 9,772 - 4,566 . 14,338
At 31 March 2003 85,962 - 20,166 - 106,128
Provided for the year 32,768 - 10,899 470 44,137
Impairment loss recognized
in the consolidated income
statement 4,598 - - - 4,598
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21. INTANGIBLE ASSETS (Cont’d)

Goodwill
arising on

Goodwill
arising on

acquisition acquisition

before after
1 January 1 January Trademark
2005 2005 licences Patent Total
HK$’000 HKS$'000 HK$’000 HK$°000 HK$'000
(note a) (note b) (note ¢) (note d)
Eliminated on partial disposal
of shareholding in
a subsidiary (6,075) - - - (6,075)
At 31 March 2004 117,253 - 31,065 470 148,788
Provided for the year 26,693 - 23,566 807 51,066
At 31 March 2003 143,946 - 54,631 1,277 199,854
Eliminated against cost upon
the application of HKFRS 3 (143,946) - (54,631) - (198,577)
Provided for the period - - - 605 605
At 31 December 2005 - - - 1,882 1,882
CARRYING VALUES
At 31 December 2005 143,478 25,053 62,020 6,183 236,734
At 31 March 2003 143,478 24,430 226,687 6,788 401,383
At 31 March 2004 170,171 - 250,253 7,595 428,019
At 31 March 2003 266,721 - 71,152 ~ 337,873
Notes:
a. At 1 April 2002, the amount represented the goodwill on the acquisition of the businesses of Memtek

Products Division of Tandy Corporation and Memorex Computer Supplies in 1993.

For the year ended 31 March 2003, the addition of goodwill of approximately HK$201,572,000 attributed
to the acquisition of an additional 14.9% iaterest in the¢ Vendor. The goodwill is amortized over an
average of seventeen years on a straight line basis.

For the year ended 31 March 2004, the addition of goodwill of approximately HK$4,598,000 attributed to
the acquisition of the entire interest in Zhuhai Hanny and the Group has also reduced its interest in the
Vendor by 23.5% and goodwill with net carrying amount of approximately HK$63,782,000 was released
upon this reduction in interest accordingly.

— 83 -




r
APPENDIX 1 FINANCIAL INFORMATION OF THE GR;OUP

l
?

21. INTANGIBLE ASSETS (Cont’d)

For the year ended 31 March 2004, the directors reviewed the carrying value of the goodwill ari§ing on
acquisition of Zhuhai Hanny of HK$4,598,000 and identified an impairment loss of HK$4,598,000 which
was charged to the consolidated income statement. ‘

Upon the adoption of HKFRS 3 from | April 2005 onwards, the Group has discontinued amortiJing the
above goodwill which arised from acquisition after 1 April 2001 and goodwill will be tested for impairment
annually.

b. For the year ended 31 March 2005, the amount represents the goodwill on the acquisition of a fuqther of
1.6% interest in the Vendor after 1 January 2005. The goodwill of approximately HK$24,430,000 is not
subject to amortization in accordance with HKFRS 3.

For the nine moaths ended 31 December 2005, the addition of goodwill of approximately HK$623,000
attributed to the acquisition of the entire interest in Createsuccess and 83% equity interest in Sino
Partner.

c. At 1 April 2002, the amount represented the acquisition of the “Memorex” trademark licenses from
Memorex Telex V. in 1999 and were amortized over twenty years on a straight line basis.

For the year ended 31 March 2004, the Group acquired the “Dysan” and “Precision” trademark licenses
from an independent third party for a consideration of HK$190,000,000 with reference to the valhation
performed by Griant Sherman Appraisal Limited, a firm of independent valuers. Trademark licenses are

|

amortized over te1 years on straight line basis. The Group is in the process of registration of the trademark
licenses in the reupective jurisdiction.

Upon the adoption of HKAS 38 from 1 April 2005 onwards, the Group reassessed the useful lives of the
trademark licenses and concluded that the trademark licenses with a total carrying amount of approximately
HK$226,687,000 have indefinite useful lives and are not subject to amortization but are tested for
impairment annually.

d. The amount represents the acquisition of a labelmaker patent in 2004. The patent is amortized over ten
years on a straigh: line basis.

For the nine months 2nded 31 December 2005, the impairment testing on the goodwilland
trademark licenses are as follows:

Trademark
Goodwill lice‘r\nses
HK$'000 HK$000
Trading of computer related products —~
“Memorex” brand 167,908 62,020
Investment in port business in the PRC 623 -
Trading of computer related products —~
“Dysan” and “Precision” brand - 164,§67
168,531 226,687

. . . o >
The carrying amounts of goodwill and trademark licenses are allocated to individual CGU
of trading of computer related products under “Memorex” as well as “Dysan” and “Precision”
trade name, and long-term investment in port business in the PRC.
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21. INTANGIBLE ASSETS (Cont’d)

The recoverable amounts of the CGU of trading of computer related products under
“Memorex” trade name is determined based on fair value less cost to sell calculation method,
which the fair value is with reference to the initial consideration agreed at the Disposal
whilst the cost to sell is with reference to the other terms of the Agreement. Given the
current estimated net consideration of approximately HK$2,454,000,000, as set out in the
announcement of the Company dated 26 January 2006, no impairment on the goodwill and
trademark license is considered necessary.

The recoverable amounts of the CGU of trading of computer related products under “Dysan”
and “Precision” trade name is determined from value in use calculations. The key assumptions
for the value in use calculations are those regarding the discount rates, growth rates and
expected changes to selling prices and direct costs during the period from the acquisition
date to 31 December 2005. Management estimates discount rates using pre-tax rates that
reflect current market assessments of the time value of money and the risks specific to the
CGU. The growth rates are based on industry growth forecasts. Changes in selling prices
and direct costs are based on past practices and expectations of future changes in the
market.

Based on cash flow forecasts derived from the most recent financial budgets for the next
four years approved by management using a discount rate of 11.5%, impairment loss of
HK$164,667,000 is identified and recognized in the consolidated income statement for the
nine months ended 31 December 200S5.

22. INTERESTS IN ASSOCIATES

As at
As at 31 March 31 December
2003 2004 2008 2005
HK$'000 HK$'000 HK$'000 HKS$’000
Cost of investment in
associates which are:
- listed in Hong Kong (note a) - 508,994 508,994 508,994
— listed overseas 211,612 211,162 195,736 200,024
— unlisted 25,904 26,354 6,579 6,579

Share of post-acquisition

losses and reserves, net of dividends

received (65,171) (128,965) (129,977) (118,124)
Goodwill on acquisitions of

associates less

amortization (note c) 65,520 256,629 51,094 38,979
Negative goodwill arising on

acquisition of an associate

less realization (note d) - - (225) -
237,865 874,174 632,201 636,452
Loans to associates less
allowance (note b) 7,651 1,361 1,331 1,331
Amounts due from
associates (note b) 25,846 30,874 2,197 -
271,362 906,409 635,729 637,783
Fair value of listed shares 134,561 320,500 299,240 387.859
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22, INTERESTS IN ASSOCIATES (Cont’d)

Notes:

At 31 March 2033, an amount of approximately HK$698,400,000 included in investments in securities
represented the Group’s 14.55% equity interest in CSHL. CSHL and its subsidiaries are prinlcipa]ly
engaged in the areas of manufacturing, property development and investment, hotel operation, construction
and related business, provision of package tours, transportation and other related services.

For the year ended 31 March 2004, the Group acquired an additional interest of 16.65% in CSHL for a
consideration of approximately HK$19.300,000. Accordingly. the investment in CSHL was incredsed to
31.20% and it was reclassified from investments in securities to interests in associates. \

For the year ended 31 March 2005, the Group’s equity interest in CSHL was diluted from 31.20% to
29.36% as a result of exercise of share options of CSHL. i

At 31 March 2005 and 31 December 2005, the Group held 29.36% equity interest in CSHL. ‘

Loan to an associate is unsecured and has no fixed terms of repayment. Other than an amount of
HK$7,516,000, FIK$1,336,000 HK$1,331,000 and HK$1,331,000 at 31 March 2003, 2004 and 2005 and

at 31 December 1005 respectively which bears interest at prevailing market rates, the remaining amount
is interest free.

For the three years ended 31 March 2003, 2004 and 2005, the amounts due from associates are unset ured,
interest free and have no fixed terms of repayment. Repayment of the balances will not be demanded
within one year of the balance sheet date and, accordingly, the amounts are classified as non-curren‘t.

The fair values of the Group’s loan to an associate and amounts due from associates as at the balance

sheet dates, deter mined based on the estimated future cash flows discounted using the prevailing market
rate at the balance sheet dates, approximate to the carrying amounts of the receivables.

1
l
¥
x
a
i
l
|
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22. INTERESTS IN ASSOCIATES (Cont’d)

c. Included in the investment in associates is goodwill of HK$65,520,000, HK$256,629,0000, HK$51,094,000
and HK$38,979,000 as at 31 March 2003, 2004 and 2005 and 31 December 2005 arising on acquisition of
associates during the Relevant Periods respectively. The movement of goodwill is set out below:

HK$’000
COST
Additions and balance at 31 March 2003 72,132
Additions 208,760
At 31 March 2004 and 2005 280,892
Elimination against accumulated amortization upon the application of
HKFRS 3 (see Note 2) (229,798)
Additions 2,276
At 31 December 2005 53,370
AMORTIZATION AND IMPAIRMENT
Provided for the year and balance at 31 March 2003 6,612
Provided for the year 17,651
At 31 March 2004 24,263
Provided for the year 28,089
Impairment loss recognized for the year 177,446
At 31 March 2005 229,798
Elimination against cost upon the application of HKFRS 3 (see Note 2} (229,798)
Impairment loss recognized for the period 14,391
At 31 December 2005 14,391
CARRYING VALUE
At 31 December 2005 38,979
. ]
At 31 March 2005 51,094
S
At 31 March 2004 256,629
L]
At 31 March 2003 65,520

Until 31 March 2005, goodwill had been amortized for a period of 10 years.
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22. INTERESTS IN ASSOCIATES (Cont’d)

d. Negative goodw 11 arising on acquisition of an associate:
HK$'000
GROSS AMOUNT
At 31 March 2003 and 2004 -
Additions (233)
At 31 March 2005 (233)
Elimination agaiast accumulated realization upon the application
of HKFRS 3 (iee Note 2) 233
At 31 December 2005 -
1
REALIZATION
At 31 March 2003 and 2004 -
Released during the year (8)
At 31 March 2003 (8)
Elimination agair st gross amount upon the application
of HKFRS 3 (see Note 2) 8
At 31 December 22005 -
CARRYING AMOUNT
At 31 December 2005 -
E—
|
At 31 March 200: | (225)
EEEEE—
At 31 March 2004 ) -~

At 31 March 2003 \

Until 31 March 2003, negutive goodwill had been released to income on a straight-line basis over 10 years, From
1 April 2005 onwards, all negative goodwill with carrying amount of HK$225,000 previously included in intdrests
in associates was derecogrized at 1 April 2005 upon the application of HKFRS 3 (see Note 2).
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22. INTERESTS IN ASSOCIATES (Cont’d)

c.

Details of the Group’s principal associates at the respective balance sheet dates are as follows:

Proportion ¢f equity interest
attributable to the Group

As at
Form of  Place of December
Name of business  incorporation/ As at 31 March 31,
associate structure operation 2003 2004 2005 2005 Principal activities
% % % %
CSHL Corporate  Hong Kong - 29.36 29.36 29.36 Investment holding
PSCL Corporate  Singapore 27.45 2745 21.71 24.26 Supply of household

consumer products

CSHL is a company listed in Hong Kong and its financial year end date is 31 December. Only published
financial information of CSHL will be available and used by the Group in applying the equity method.
Accordingly, the Group’s share of interest in CSHL at 31 March 2004 and 2005 and at 31 December
2005, respectively is calculated based on the net assets of CSHL at 31 December 2003, 2004 and 2005,
respectively and the result from the date on which CSHL became an associate of the Group to respective
balance sheet dates.

PSCL is a company listed in the Republic of Singapore and its financial year end date is 31 December.
The Group’s share of interest in PSCL at 31 March 2003, 2004 and 2005 and at 31 December 2005,
respectively is calculated based on the net assets of PSCL at 31 March 2003, 2004 and 2005 and at 31
December 2005, respectively extracted from the published financial information of PSCL and the result
from the date on which PSCL became an associate of the Group to respective balance sheet dates.

The above tables list the associates of the Group which, in the opinion of the directors, principally
affected the results of the Group for the Relevant Periods or formed a substantial portion of the net assets
of the Group at the end of each of the financial year. To give details of other associates would, in the
opinion of the directors, result in particulars of excessive length.

On [0 March 2005, the Group and PYI Corporation Ltd. (formerly known as Paul Y. [TC Construction
Holdings Limited) (“PYI”), another substantial sharcholder of CSHL, entered into a share sale agreement
with an independent third party for the disposal of an aggregate 270,000,000 shares of CSHL (representing
a 15.3% interest in CSHL or 135,000,000 shares each held by the Group and PYI) for a total consideration
of approximately HK$52,000,000 (the “Proposed Disposal”). The completion of the Proposed Disposal is
subject to the completion of a proposed group reorganization by CSHL (“CSHL Reorganization”).

On 19 April 2005, CSHL and the Company has jointly announced the details of the CSHL Reorganization
which, if approved and implemented, will result in (i) CSHL continuing to be a public listed company
with its subsidiaries concentrating on its business of manufacturing and trading of battery products,
investments in securities and property and investment in unlisted investment; (ii) all other subsidiaries of
CSHL carrying on property development and investment holding business, and all other associates of
CSHL carrying on manufacturing and marketing of tires and business of providing package tour, travel
and other related services being grouped under Group Dragon Investment Limited (“GDI”) (a wholly
owned subsidiary of CSHL) and its subsidiaries upon completion of the CSHL Reorganization; and (iii)
the distribution in specie of shares in GDI to the then sharcholders of CSHL on a record date to be fixed,
on the basis of one GDI share for every share in CSHL after consolidation under the capital reorganization.

On the same date, the Group proposed to acquire an additional interest in GDI (the “Proposed Acquisition”)
subject to the completion of the CSHL Reorganization. The Proposed Acquisition was approved by the
shareholders of the Company on 17 October 2005.

Details of the Proposed Disposal and Proposed Acquisition are set out in a circular of the Company dated
14 September 2005. The transaction has not yet been completed at the date of this report.
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INTERESTS IN ASSOCIATES (Cont’d)

Total assets
Total Habilities

Net assets

Group’s share of net assets

|
|

f. The summarised financial information in respect of the Group’s associates is set out below:
As at
As at 31 March 31 December
2003 2004 2005 2005
HK$'000 HK$' 000 HKS$'000 K$'000
1,264,576 3,366,013 3,452,648 31331,625
(679,846) (1,307,787) (1,308,483) (1%203,568)
584,730 2,058,226 2,144,165 2,1128,057
237,865 874,174 632,201 636,452

of associates

Nine months ended

g.
Year ended 31 March 31 December
2003 2004 2008 2004 2003
HK$'000 HK3$°000 HK$000 HK$'000 HK$ 000
(Unaudited)
Revenue 926,817 756,681 898,270 715,748 630,559
Loss for the year/period (170,131) (491,459) (184,410) (192,213) Q55,664)
Group’s share of jos. of
associates for the year/
period (36,367) (59,857) (64,909) (59,175) (20,032)
|
h. The Group has d.scontinued recognition of its share of losses of certain associates. The amounts of

unrecognized share of loss of these associates which were extracted from the relevant andited fin:}ncial
statements of assaciates are as follows:

Unrecognized share of
losses of associates for
the year/period

Accumulated unrecognized
share of losses of
associates

Year ended 31 March

\
l

Nine months ended |

31 December

2003 2004 2005 2004 2008
HKS'000 HK$'060 HK$'000 HKS 000 HKS 000
(Unaudited) :
|
|
(19,230) - - - -
»
|
%
(19,230) (19,230 (19,230 (19,230 (19.230)
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22A. AMOUNTS DUE FROM ASSOCIATES

22B.

The amounts are unsecured, interest free and are repayable on demand. The fair value of the
amounts due from associates at 31 December 2005 was approximate to the corresponding
carrying amount.

AMOUNT DUE TO AN ASSOCIATE
The amount is unsecured, interest free and is repayable on demand. The fair value of the

amount due to an associate at 31 December 2005 was approximate to the corresponding
carrying amount,
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23. INVESTMENTS IN SECURITIES

Investment securities as at 31 March 2003, 2004 and 2005 are set out below. Upon;the ?
application of HKAS 39 on 1 April 2005, investment in securities were reclassified to
appropriate categories. under HKAS 39 (See Note 2).

Investment securities Other investments Total
As at 31 March As at 31 March As at 31 March i
2003 2004 2005 2003 2004 2008 2003 2004 2005 |
HKS$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HKS'000 '
(notea)  (note b)  (notec)

Listed securities

Hong Kong 698,407 - - 108,548 126,114 131,563 806,955 126,114 13‘1,563
Overseas - - - 984 850 1,058 984 850 1,058 :
Unlisted securities ;
Hong Kong - - - 6000 6,000 - 6000 6,000 - i
Overseas/PRC 204,573 188,890 123,348 78,388 - - 282961 188890 123,348 |
Unlisted debt security ;

Hong Kong (note d} - - - - - 12,000 - - 12,000
902,980 188,890 123348 193920 132964 144,621 1,096,900 321,854 267,969
Market value of listed 1 l

securities 10,859 - - 109,532 126964 132,621 120391 126964 132621

Carrying amount
analyzed for reporting

purposes as: ‘
Nop-current §87.300 188,890 123,348 330 330 186  887.630 189,220 123,534
Current 15,680 - - 193590 132,634 144435 209270 132,634 144,:435

b
902,980 188,890 123,348 193.920 132964 144,621 1096900 321854 267}‘)69 ,

Note: }
|

a. As at 31 March 2003, the listed investment securities represented a 14.55% interest in CSHL, whilst
included in unlisted overseas investment securities was 8.04% interest in Fu Yang Investment Co., Ltd.
(“Fu Yang”) and 0.61% interest in an infrastructure company established in Taiwan which is mainly ‘
engaged in building up telecommunication network in Taiwan (“"EBT”). Fu Yang is established in Taiwhn !
on 21 April 2002 by the merger of Indigo Investment Co., Ltd., Solitaire Investment Co., Ltd., Vituoso |
Investment Co., Ltd. :ind Ultima Investment Co., Ltd. Fu Yang is mainly engaged in the cable broadcasting
business in Taiwan.

)
}
b. For the year ended 31 March 2004, EBT was disposed of at a consideration of HK$15,000,000. A net loss {

of approximately HK $380,000 was recognized in the consolidated income statement. '

As at 31 March 2004, the amount represented the 8.04% interest in Fu Yang.

i
\
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23. INVESTMENTS IN SECURITIES (Cont’d)

c. For the year ended 31 March 2005, interest in Fu Yang was disposed of at an aggregate consideration of
approximately HK$150,000,000. A net loss on disposal of approximately HK$29,712,000 was recognized
in the consolidated income statement.

As at 31 March 2005, the Group had the following investment securities held for long term strategic
purposes:

. 40%* interest in Alfresco Gold Limited which is engaged in investment holding of 85% interest
in two companies incorporated in the PRC, whose principal activities are designing and producing
advertisements, and provision of advertising agency services.

. 33%* interest in E B LM EEHRAF (formerly known as EE B L BEKMNELERA
#l), which holds a piece of land in the PRC.

. 30%* interest in Earnbest Holdings Limited which is engaged in investment holding of 40%
interest in a company incorporated in the PRC, whose principal activities are resorts and hotel
building and travelling business.

*  As the Group did not have significant influence on these investments, accordingly, these investments

were classified as investment securities.

d. The amount of the unlisted debt security as at 31 March 2005 represented the convertible bond issued by
Nippon Asia Investment Holdings Limited (“Nippon Asia Bond”, formerly known as China City Natural
Gas Holdings Limited), a company listed in Hong Kong. Nippon Asia Bond is interest bearing at 1% per
annum and is due for redemption on 1 November 2005. The Group is entitled at any time before the
maturity to convert the Nippon Asia Bond into shares of Nippon Asia Investment Holdings Limited at a
conversion price of HK$0.025 per share (subject to the relevant adjustments upon conversion).

24. AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments as at 31 December 2005 analyzed as non-current assets,

comprise:
As at
31 December
2005
HK$’000
Listed investments:
- Equity securities listed in Hong Kong (note a) 16,685
Unlisted securities:
- Equity securities (note b) 121,165
- Debt securities (note ¢) 535,611
~ Club memberships 4,938
Total 678,399
Notes:
(a) All listed investments are stated at fair value which is dztermined based on the quoted market bid prices
available on the Stock Exchange.
(b) The unlisted equity securities represent investments in unlisted entities established in the PRC. They are

measured at cost less impairment at each balance sheet date because the directors of the Company are of
the opinion that their fair values cannot be measured reliably. For the nine months ended 31 December

2005, the directors of the Company performed impairment review on these unlisted equity securities and
no impairment loss is considered necessary.
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24. AVAILABLE-FOR-SALE INVESTMENTS (Cont’d)

(c) For the nine months ended 31 December 2005, the Group has subscribed three convertible notes with an
aggregate amouni of HK$650,000,000 from (i) Cheung Tai Hong Holdings Limited, a zero coupon
convertible note v/ith maturity on 10 August 2010 at the redemption amount of 110% of the principal
amount, (ii) See Corporation Limited (previously known as Ruili Holdings Limited), a zero co{upon
convertible note with maturity on 9 August 2010 at the redemption amount of 110% of the pringcipal
amount; and (iii) Wo Kee Hong (Holdings) Limited, a convertible note at interest of 7.25% per annum
payable semi-annually with maturity on 5 September 2008. All these companies are public limited ‘
companies with their shares listed on the Stock Exchange. The Group had classified all the debt ele]ment ?
of the convertible notes as available-for-sale investments and the conversion option element of the
convertible notes as investments held for trading.

As at 31 December 2005, the fair value for the debt element and conversion option element were )
approximately HK$535,611,000 and HK$65,647,000 respectively. Accordingly, an increase in fair \falue !
of approximately HK$3,072,000 for the debt element and a decrease in fair value of approximately ‘
HKS$51,813,000 forr conversion option element were recognized in equity and profit and loss respectively. !

25. LOAN RECEIVABLES

A‘§ at
As at 31 March 31 December \
2003 2004 2005 2005 :
HK3'000 HK$’000 HK$'000 HK$’000
Fixed-rate loan receivables 9,100 6,387 5,533 20,J2}65 [
Floating-rate loan receivables 81,538 36,745 106,318 151,714 &
Interest free loan receivables 15,073 2,939 - - '
105,711 46,071 111,851 171,979 |
Carrying amount analysed g
for reporting purposzs: :
Within one year 95,523 41,173 111,851 171,979
In more than one year but
not more than twc years 2,351 4,898 - - 3
In more than two years but !
not more than three years 7,837 - - | -
105,711 46,071 111,851 171,979 !

Included in the carrying amount of loans receivables as at 31 March 2003, 2004 and 2005

!
and 31 December 2005 is accumulated impairment loss of HK$28,056,000, HK$39,033,000, i
HK$39,633,000 and HK$39,633,000, respectively. 1 |

\
N
\
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25.

26.

LOAN RECEIVABLES (Cont’d)

The exposure of the Group’s fixed-rate loan receivables to interest rate risks and their
contractual maturity dates are as follows:

As at
As at 31 March 31 December
2003 2004 2005 2005
HK$’000 HK$’000 HK$’000 HKS$°000
Fixed-rate loan receivables:
within one year 9,100 6,387 5,533 20,265

The ranges of effective interest rates (which are equal to contractual interest rates) on the
Group’s loan receivables are as follows:

As at
As at 31 March 31 December
2003 2004 2005 2005
Effective interest rate:
Fixed-rate loan

receivables 36%to 10% 3.6%to10% 3.6% to 10% 10% to 20%

Floating-rate loan ’
receivables 5% to 7.1% 5% to 7% 5% to 7.3% 5.3% to 10.8%

The Group’s loan receivables that are denominated in currencies other than the functional
currencies of the relevant group entities are set out below:

US$ NTD

$°000 3000

As at 31 December 2005 712 40,619
As at 31 March 2005 712 78,000
As at 31 March 2004 823 -
As at 31 March 2003 809 -

The fair values of the Group’s loan receivables as at the balance sheet dates, determined
based on the present value of the estimated future cash flows discounted using the prevailing
market rate at the balance sheet dates approximate to the carrying amounts of the receivables.

DEPOSITS FOR ACQUISITION OF LONG-TERM INVESTMENTS

For the year ended 31 March 2005, the Group entered into conditional agreement (the “Port
Agreement”) with an independent third party (“Vendor Party™) to acquire equity interests in
an unlisted investment established in the PRC for a total consideration of HK$35,000,000.
This unlisted investment is mainly engaged in port business in the PRC.

As at the date of report, the due diligence review of the acquisition of unlisted investment
has not yet been completed pursuant to the Port Agreement. Accordingly, the conditions in
the Port Agreement have not yet been fulfilled and the transaction has not yet been completed.
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26.

27.

DEPOSITS FOR ACQUISITION OF LONG-TERM INVESTMENTS (Cont’d)

For the nine months ¢nded 31 December 2005, the Group paid an aggregate of approximately
HK$155,175,000 as tender deposit to three independent third parties for acquisitidn of
certain interests in water supply business, sand mining business, the exploitation right for
river sand business and property development business in the PRC (the “Potential
Investments”). These payments would be refundable from the counter parties if the terms
and conditions for the acquisition of the Potential Investments had not been concliided
within one year after the payments made by the Group. Up to the report date, the terms and
conditions of the acquisition of the Potential Investments have not yet been concluded with
the counter parties. |

|

OTHER ASSET |

For the year ended 31 March 2004, the amount represents cost incurred in connection with a
land development prcject in the PRC, The project is a land development of Zf i 7 B E ES
B located at Doumen District, Zhuhai City, the PRC, and is to be jointly developed with an
independent third party. The Group is entitled to the exclusive development right to| the
project and also the right to obtain the land for the development (the “Other Asset”). The
Group is also entitled to sell the Other Asset to investors for a consideration to be agreed
between themselves.

For the year ended 31 March 2004, the consideration of HK$150,000,000 for obtaining|the
exclusive development right was paid by the Group whilst RMBS5,750,000 (equivalent to
approximately HK$5,425,000) was already paid by the Group for site formation andlthe
Group has disposed of part of the Other Asset to independent third parties at a conmderahon
of approximately HK$16,000,000 and a net gain on disposal of other asset of approxunately
HK$5,660,000 was recognized in the consolidated income statement for the year ended 31
March 2004.

As the directors of the Company are of the opinion that the Other Asset is held for sale, jthe
cost incurred for the Cther Asset is included in current assets accordingly.

The directors has assessed the carrying value of the Other Asset with reference to the
valuation performed by Norton Appraisals Limited, a firm of independent valuers, on|an
open market value basis as at 31 March 2004 and no impairment loss is identified. ’

)

For the year ended 31 March 2005, the Group disposed of part of the Other Asset tol;an

independent third party for consideration of HK$39,600,000 and a net gain on disposal| of
other asset of approximately HK$2,515,000 was recognized in the consolidated income

statement for the year 2nded 31 March 2005. k

For the nine months e¢nded 31 December 2005, the Group entered into several sale and
purchase agreements with independent third parties for the disposal of all the remamxl[
parts of the Other Assct for an aggregate consideration of approximately HK$118,800,000
and a net gain on disposal of other asset of approximately HK$10,800,000 was recocmz\ed
in the consolidated income statement for the nine months ended 31 December 2005.
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28.

29,

INVENTORIES

Raw materials
Work in progress
Finished goods

As at

As at 31 March 31 December

2003 2004 2005 2005
HK$’000 HK$'000 HK$’000 HK$'000
9,459 6.769 6,781 4,915
2,702 1,435 1,962 1,772
493,004 869,205 578,335 869,149
505,165 877,409 587,078 875,836

Included above are raw materials of HK$371,000, HK$109,000, HK$74,000 and HK$312,000
and finished goods of HK$104,422,000, HK$269,854,000, HK$97,486,000 and
HK$185,497,000 at 31 March 2003, 2004 and 2005 and 31 December 2005 respectively
which are carried at net realizable value.

TRADE AND OTHER RECEIVABLES

Trade receivables
Less: accumulated
impairment

Other receivables

Total trade and other
receivables

As at

As at 31 March 31 December

2003 2004 2005 2005

HK$’000 HK$’000 HK$'000 HK$’000

463,138 736,279 653,637 1,034,394

(65,374) (51,254) (61,854) (78,955)

397,764 685,025 591,783 955,439

88,845 53,795 174,494 112,322

486,609 738,820 766,277 1,067,761
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29. TRADE AND OTHER RECEIVABLES (Cont’d)

|

The Group allows ari average credit period of one to two months to its trade customers; The [
following is an aged analysis of trade receivable net of impairment losses at the respective a
balance sheet date: \ w,
!

| |

|

]

|

}

)

|

|

s at

As at 31 March 31 Deceli‘lber

2003 2004 2005 ?005

HK$'000 HK$’000 HK$'000 HK$’ 000

Not yet due 354,824 624,041 548,407 831,989
Overdue within one month 26,561 52,433 25,996 109,303 [
Overdue between one to \ ;
two months 6,916 2,099 4,561 2,016 f
Overdue more than “

two months 9,463 6,452 12,819 12?131
397,764 685,025 591,783 9551439 |

The fair value of the Group’s trade receivables at respective balance sheet date |was
approximate to the corresponding carrying amount.

30. INVESTMENTS HELD FOR TRADING

Investments held for trading at the respective balance sheet dates included: } {‘

|

A§ at
As at 31 March 31 Decem:ber i
2003 2004 2005 21005 ;‘
HK$°000 HKS$’000 HK$'000 HK$’?00 i
Listed securities:
— Equity securities .isted
in Hong Kong ‘
(note a) - - - 41,429 v
~ Equity securities listed “
elsewhere (note a) - - - 21,818
Unlisted convertible notes
(note b) - - - 65,@47
- - - 128,894

(a)  The fair values of these investments are determined based on the quoted market bid
prices available on the relevant securities exchanges.

(b)  The amount represented the conversion option element of the three convertible notes
subscribed by tke Group during the nine months ended 31 December 2005. The fair
values of the unlisted convertible notes are determined by the directors of the Company

with reference o the valuation performed by B.l. Appraisals Limited, a firm |of
independent valuers.
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31.

32,

33.

MARGIN LOAN RECEIVABLES/PAYABLES AND BILLS PAYABLE

The fair values of the Group’s margin loan receivables, margin loan payables and bills
payable at 31 March 2003, 2004 and 2005 and 31 December 2005 approximate to the
corresponding carrying amounts.

PLEDGED BANK DEPOSIT

The amount represents deposit pledged to bank to secure short-term banking facilities granted
to the Group and is therefore classified as current asset.

The deposit carries variable interest rates ranging from 2.54% to 4.36%. The pledged bank
deposit will be released upon the settlement of relevant bank borrowings. The fair values of
bank deposit at respective balance sheet dates approximate to the corresponding carrying
amounts.

TRADE AND OTHER PAYABLES
Included within trade and other payables is a trade creditor balance of HK$632,561,000,
HK$827,620,000, HK$564,154,000 and HK$704,507,000 at 31 March 2003, 2004, 2005
and 31 December 2005 respectively.

The following is an aged analysis of trade creditors at respective balance sheet date:

As at

As at 31 March 31 December

2003 2004 2005 2005

HK$’°000 HK3°000 HK3$’000 HK$'000

Not yet due 319,505 445,088 417,919 524,123

Overdue within one month 99,484 116,373 74,518 134,279
Overdue between one to

two months 35,422 50,321 27,951 24,491

Overdue more than
two months 178,150 215,838 43,766 21,614
632,561 827,620 564,154 704,507

The fair value of the Group’s trade and other payables at respective balance sheet date
approximates to the corresponding carrying amount.
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!

34. BORROWINGS

s at i

As at 31 March 31 Decerpber }

2003 2004 2005 12005 5

HK$'000 HK$'000 HK$’000 HK$\¥’OOO !

Borrowings comprise: \ >
[

Bank loans 237,468 205,641 82,010 362),725 :
Other loans 180,000 151,339 161,341 5314225 i
|

417,468 356,980 243,351 8931,950 }

. ‘r

Analyzed as: ‘
Secured ,
107,140 159,583 38,531 530,433 '

Unsecured 310,328 197,397 204,820 363,}517 ;
417,468 356,980 243,351 893,950 ~

i

The above amounts bear
interest at prevailing |
market rates and are ‘,
repayable as follows: t l

| i

Within one year or on k '
demand 244,473 349,059 85,881 886,692 [

Between one and two years 165,238 266 149,751 %07
Between two and five years 843 940 1,407 1,358

Qver five years 6,914 6,715 6,312 5,4}93 ‘
)
417,468 356,980 243,351 893,950 %
Amount due within one year ll f
and shown under current | !
liabilities (244,473) {349,059) {85,881) (836,692) |

Amount due after one year 172,995 7,921 157,470 7,258

|
|
|
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34.

BORROWINGS (Cont’d)

The exposure of the Group’s fixed-rate borrowings and the contractual maturity dates are as
follows:

As at
As at 31 March 31 December
2003 2004 2005 2005
HK$°000 HK$000 HK$'000 HK$'000
Fixed-rate borrowings which
due within one year 9,422 - - 200,000

The ranges of effective interest rates (which are equal to contractual interest rates) on the
Group’s borrowings as follows:

As at
As at 31 March 31 December
2003 2004 2005 2005

Effective interest rate:
Fixed-rate borrowings 6.4% N/A N/A 1.5%
Variable-rate borrowings 2.6% to 7.5% 4.3% to 7.5% 2.3% 10 7.3% 3.6% to 9.8%

The Group’s borrowings that are denominated in currencies other than the functional
currencies of the relevant group entities are set out below:

USD NTD RMB
$°000 £°000 $°000
As at 31 December 2005 38,268 32,951 -
As at 31 March 2005 258 34,148 -
As at 31 March 2004 19,758 35,501 -
As at 31 March 2003 14,090 36,670 10,000

The fair values of the Group’s borrowings at respective balance sheet dates approximate to
the corresponding carrying amounts.
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35. OBLIGATIONS UNDER FINANCE LEASES

Present value of

4

Minimum lease payments minimum lease payments {
Asat t Asat
31 | 3
As at 31 March December As at 31 March December

i
2003 2004 2005 2005 2003 2004 2005 2005 f
HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$000 HKS'000 HKS'000 '

Amounts payable under finance |:ases:

i
Within one year 1,181 1,117 487 - 1,113 1,068 462 - d
In the second to fifth year inclusive 1,868 536 - - 1,557 462 - - ;
! !
3,049 1,653 487 - §

Less: Future finance charges (319) (123) (25) -
Present value of lease obligations 2,670 1,530 462 - 2,670 1,530 462 -~
g
Less: Amount due for settlement vithin '
one year (shown under current |
liabilities) (1,113 (1,068) (462) ] - !
|
Amount due for settlement after 0:e year 1,557 462 - - ;

The Group has leased certain of its fixtures and equipment under finance leases. The average i
lease term is two years. The average effective borrowing rate was 12.51%, 9.32%, 6.91‘2%
and 6.92% for the year ended at 31 March 2003, 2004, 2005 and for the nine months ended
31 December 2005 respectively. Interest rates are fixed at the contract date. All leases lare
on a fixed repayment basis and no arrangements have been entered into for contingent rental
payments.

The Group’s obligations under finance leases are secured by the lessors’ charge over the

leased assets. | "
\

Financial lease obligations that are denominated in currencies other than the functior:1a1

currencies of the relevant group entities are set out below: |

NTD U$D
$°000 3 ’QOO
As at 31 December 2005 - l} -
As at 31 March 2005 - §9
As at 31 March 2004 - 197
As at 31 March 2003 252 3\86

The fair values of the above Group’s finance lease obligations, determined based on the

. . . s |
present value of the estimated future cash flows discounted using the prevailing market rate

at the balance sheet dates approximate to their carrying amounts.
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36. AMOUNT DUE TO A MINORITY SHAREHOLDER

The amount was unsecured, interest free and had no fixed terms of repayment. Repayment
of the amount will not be demanded within one year of the balance sheet dates and,
accordingly, the amount was classified as non-current.

37. DEFERRED TAX

The following are the major deferred tax liabilities (assets) recognized and movements
thereon during the Relevant Periods:

Accelerated
tax Tax
depreciation losses Others Total
HKS$’000 HK$’000 HK$°000 HK$’000
At 1 April 2002
— as originally stated - ~ - -
~ adjustment on adoption
of SSAP12 (Revised) 1,532 (15,264) 898 (12,834)
— as restated 1,532 (15,264) 898 (12,834)
Charge (credit) to the
consolidated income
statement for the year
(note 15) 551 (491) 226 286
At 31 March 2003 2,083 (15,755) 1,124 (12,548)
Currency realignment (57 (1,922) (20) (1,999)

Credit to the consolidated
income statement for
the year (note 15) (1,382) (2,536) (16,761)* (20,679)
Effect of change in tax rate
- charge (credit) to the
consolidated income

statement (note 15) 100 (255) 37 (118)
At 31 March 2004 744 (20,468) (15,620) (35,344)
Currency realignment (85) (17 (19) (121)

Charge (credit) to the
consolidated income
statement for the year

(note 15) 833 19,994 (3,666)* 17,161
Realized on disposal of

a subsidiary (459) 459 - -
At 31 March 2005 1,033 (32) (19,305) (18,304)
Currency realignment 9 -~ (34) (25)

Charge (credit) to the
consolidated income
statement for the year
{note 15) (694) ~ (26,216) (26,910)

At 31 December 2005 348 (32) (45.555) (45,239)
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37.

l

DEFERRED TAX (Cont’d)

* The deferred tax credit is mainly attributable to the movements of temporary differences arising from the

carrying amounts and tax bases of major balance sheet items such as receivables, inventories and accruals
of a subsidiary in the USA.

For the purposes of balance sheet presentation, certain deferred tax assets and liabilities

have been offset. The following is the analysis of the deferred tax balances for financial
reporting purposes:

Als at

As at 31 March 31 December

2003 2004 2005 21005

HK$000 HK$000 HKS$'000 HK$)OOO

Deferred tax assets (13,298) (35,480) (18,418) (45,{440)
Deferred tax liabilities 750 136 114 201
(12,548) (35,344) (18,304) (45,239)

The Group has unused tax losses of HK$470,299,000, HK$363,848,000, HK$387,410, lOOO
and HK$391,695,000 at 31 March 2003, 2004 and 2005 and 31 December 2005 respecnvely
available for offset against future profits. A deferred tax asset has been recogmze in
respect of HK$45,357,000, HK$69,488,000 HK$185,000 and HK$0 at 31 March 2003
2004, 2005 and 31 December 2005 respectively of such losses. No deferred tax has been
recognized in respect of the remaining HK$424,942,000, HK$294,360,000, HK$387,225,000
and HK$391,695,000 at 31 March 2003, 2004, 2005 and 31 December 2005 respectively

due to the unpredictability of future profit streams. The losses can be carried forward
indefinitely.
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38.

SHARE CAPITAL

Number
of shares Value
HK$’000
Authorized:
At | April 2002 (Ordinary shares of HK$0.025 each) 26,000,000,000 650,000
Consolidation of shares of 40 into 1 (note a) (25,350,000,000) -
Adjustment of nominal value of shares (note a) 64,350,000,000 -
Cancellation of shares (note a) (45,000,000,000) (450,000)
At 31 March 2003, 2004 and 2005 and
31 December 2005 (Ordinary shares of HK$0.01 each) 20,000,000,000 200,000
Issued and fully paid:
At 1 April 2002 (Ordinary shares of HK$0.025 each) 6,412,057,523 160,301
Exercise of warrants (note b) 70,595 2
Consolidation and adjustment of nominal
value of shares {note a) (6,251,824,916) (158,700)
At 31 March 2003 (Ordinary shares of HK$0.01 each) 160,303,202 1,603
Issue of new shares (note c) 21,500,000 215
Exercise of share options (note d) . 4,750,000 48
At 31 March 2004 (Ordinary shares of HK$0.01 each) 186,553,202 1,866
Issue upon scrip dividend (note e) 75,210 -
Issue of new shares (note f) 37,000,000 370
At 31 March 2005 (Ordinary shares of HK$0.01 each) 223,628,412 2,236
Issue upon scrip dividend (note g) 2,515,285 25
At 31 December 2005 (Ordinary shares of HK$0.01 each) 226,143,697 2,261
Notes:
(a) Pursuant to special resolutions passed in a special general meeting of the Company held on 17 March

(b)

2003:

(i) the shares of the Company were consolidated on the basis that every 40 issued and unissued
shares of HK$0.025 each were consolidated into one share of HK$1.00 each;

(i1) the par value of the shares of the Company was reduced from HK$1.00 per share to HK$0.01 per
share by the cancellation of HK$0.99 paid up on each share;

(ii1) the par value of the authorized but unissued shares of the Company was sub-divided into shares
of HK$0.01 each; and the number of authorized but unissued shares was increased accordingly;
and

(iv) the authorized share capital of the Company was reduced from HK$650,000,000 to HK$200,000,000
by the cancellation of 45,000,000,000 shares of HK$0.01 each.

For the year ended 31 March 2003, 70,595 shares in the Company of HK$0.025 each were issued upon

the exercise of 70,595 warrants at a price of HK$0.36 per share. The shares issued during the year rank
pari passu with the then existing shares in all respects.
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38. SHARE CAPITAL Cont’d) 1

(©) On 28 January 2004, arrangements were made for a private placement to independent private investors of .
21,500,000 shares of HK$0.01 each in the Company held by ITC Corporation Limited, a substantial i '
shareholder of the Company, in cash at a price of HK$4.00 per share representing a discount of
approximately 89 to the closing price of HK$4.35 per share as quoted on the Stock Exchange on 28
January 2004.

Pursuant to a subscription agreement of the same date, ITC Corporation Limited subscribed for 21,500,000 i
new shares of HK$0.01 each in the Company at a price of HK$4.00 per share. The proceeds were used to i
provide additional working capital for the Company. These new shares were issued under the general
mandate granted to the directors at the annual general meeting of the Company held on 28 August;2003
and rank pari passu with other shares in issue in all respects. !

(d) For the year ended 31 March 2004, 4,750,000 shares in the Company of HK$0.01 each were issued jupon
the exercise of 4,750,000 share options at subscription price of HK$2.9888 per share. The shares issued
during the year ended 31 March 2004 rank pari passu with the then existing shares in all respects.

(e) On 21 October 2004, 75,210 shares in the Company of HK$0.01 each were issued as scrip dividend at
HK$2.745 per shere. The shares issued during the year ended 31 March 2005 rank pari passu with the
existing shares in all respects.

163] On 23 November :004, arrangements were made for a private placement to independent private invistors ,
of 37,000,000 shares of HK$0.01 each in the Company held by ITC Corporation Limited, a substantial i

shareholder of the Company, in cash at a price of HK$3.22 per share representing a discou?t of
approximately 8% to the closing price of HK$3.50 per share as quoted on the Stock Exchange on 22 I
November 2004. i

Pursuant to a subscription agreement of the same date, ITC Corporation Limited subscribed for 37,000,000 i
new shares of HK§0.01 each in the Company at a price of HK$3.22 per share. The proceeds were used to
provide additional working capital for the Company. These new shares were issued under the general
mandate granted to the directors at the annual general meeting of the Company held on 31 August 2004
and ranked pari passu with other shares in issue in all respects.

(g) On 21 October 20C5, 2,515,285 shares in the Company of HK$0.C1 each were issued as scrip dividend at ‘
HK$3.367 per share. The shares issued during the period ended 31 December 2005 rank pari passu with
the existing shares in all respects.

39. WARRANTS

In accordance with the conditions attaching to the warrants of the Company, each of jthe
warrants confers rights to the registered holder to subscribe for one new share of the Company
in cash at an adjusted subscription price of HK$0.36 per share, subject to adjustment, at any
time from the date of issue to 3 April 2002 (both days inclusive). On 3 April 2002, all of ithe
remaining outstanding warrants, which entitled the registered holders to subscribe {for
922,543,833 shares of HK$0.025 each in the Company, lapsed.

Details of the exercise of the Company’s warrants during the year ended 31 March 2003 jare
set out in note 38.

40. RESERVES
Capital reserve represents the goodwill arising on acquisitions prior to 1 April 2001.
Other reserves represent the goodwill reserve and other reserves of the Group’s associa‘tes
shared by the Group. The goodwill reserve of HK$13,060,000 as at 31 March 2005 was

transferred to retained jprofits as at 1 April 2005 in accordance with the Transitional Provision
of HKFRS 3.
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40.

41.

RESERVES (Cont’d)
The contributed surplus of the Group at the respective balance sheet dates represented:

(i)  the credit arising from the transfer of the share premium account of the Group as at
20 February 1998 and 19 February 2003 to the contributed surplus account of the
Group;

(i1)  the credit arising from the reduction of the nominal value of the shares of the Company
in 1999 and 2003; and

(iii) a balance as reduced by amounts transferred to the deficit account to eliminate the
deficit of the Group as at 31 January 2000, 31 January 2001, 20 March 2003 and 31
March 2005.

For the year ended 31 March 2003, movements in the contributed surplus of the Group
represented:

i) the entire amount of HK$1,974,565,000 standing to the credit of share premium
account of the Group as at 19 February 2003 be cancelled and such amount be
transferred to the contributed surplus account of the Group; and the credit arising
from the reduction of the nominal value of the shares of the Company from HK$1.00
per share to HK$0.01 per share by the cancellation of HK$0.99 paid up on each share
pursuant to special resolutions passed at a special general meeting of the Company on
17 March 2003. Details of which are set out in the circular of the Company dated 21
February 2003; and

(ii)  as reduced by an amount of HK$460,000,000 transferred to the deficit account to
eliminate the accumulated losses of the Company as at 20 March 2003 pursuant to a
resolution passed at a meeting of the directors of the Company on 20 March 2003.

ACQUISITION OF A SUBSIDIARY

For the year ended 31 March 2004, the Group acquired 100% of the issued share capital of
Zhuhai Hanny for a consideration of HK$150,000,000.

The acquisition has been accounted for by the acquisition method of accounting. The amount
of goodwill arising as a result of the acquisition was HK$4,598,000.

Year ended Nine months

31 March ended 31
2004 December 2005
HK$000 HK$'000
NET ASSETS ACQUIRED
Other asset 150,000 -
Other payables (4,598) (15)
Other receivables - 3,301
Available-for-sale investments - 1
Minority interests - (559)
145,402 2,728
Goodwill 4,598 623
Total consideration 150,000 3,351
SATISFIED BY:
Cash 130,508 3,351
Deferred consideration 19,492 -
150,000 3,351
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42.

DISPOSAL OF SURSIDIARIES

Year ended 31 March

Nine
months ended
3 Decex]nber

2003 2004 2005 2005
HK$'000 HK$'000 HK$’000 HK$’000
NET ASSETS DISPOSED OF
Property, plant and equipment - - 1,483 64
Interest in an associate - - 5,244 -
Investment in securities - 78,388 - t -
Trade and other receivables - - 53 11279
Amounts due from group
companies 15,000 157,353 26,758 334
Bank balances and cash 2 5 92 179
Trade and other payables - - (1,832) (3J671)
Amounts due to group companies - (8,853) (27,187) (14)
Amount due to an assoc.ate - (1,433) (146) -
Tax payable (13,027) (22,531) - (1 14)
Minority interests - - - 280
Amount due to a minority ‘
shareholder - - - (2,514)
t
1,975 202,929 4,465 (4,277
Currency translation reserve :
realized - (216) 7,842 383
Other reserves realized - - (7.810) | -
Attributable capital reserve - 556 (556) -
|
1,975 203,269 3,941 (3,694
Gain (loss) on disposal o’ \
subsidiaries 25 (1,282) 3,504 6,694
2,000 201,987 7,445 3,0%0
SATISFIED BY: }
Cash 2,000 - 7,445 3,000
Other payables - 201,987 - ) -
\
2,000 201,987 7,445 3,000
Net cash inflow (outflow) )\
arising from disposal of )
subsidiaries: l
Cash consideration 2,000 - 7,445 3,000
Bank balances and cash $
disposed of ) (5) (92) (]7\9)
1,998 (5) 7,333 2,82?»1

The subsidiaries disposed of during the Relevant Periods did not contribute significantly to
the turnover and the results of the Group. The cash flow contributed or utilized by the
subsidiaries disposed of during the Relevant Periods was not significant.
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43. MAJOR NON-CASH TRANSACTIONS
For the year ended 31 March 2003, the major non-cash transactions were as follows:

{a)  The Group entered into finance lease arrangement in respect of property, plant and
equipment with a capital value at the inception of the leases HK$2,990,000.

(b)  The Group acquired additional shareholding in a subsidiary for a consideration of
HK$278,320,000 which was set off by the assignment of short-term loans receivable
of HK$260,578,000. The remaining consideration of HK$17,742,000 was unsettled
as at 31 March 2003.

For the year ended 31 March 2004, the major non-cash transactions were as follows:

(a)  The Group acquired Zhuhai Hanny for a consideration of HK$150,000,000. The
remaining consideration of HK$19,492,000 was unsettled as at 31 March 2004.

(b) The Group disposed of certain subsidiaries of HK$201,987,000 of which
HK$124,387,000 was set off by other payables of the same amount under a deed of
assignment entered into between the Group and a relevant party. The remaining
amount of HK$77,600,000 was satisfied by another payable of the same amount.

{c)  The Group acquired trademark licences for a consideration of HK$190,000,000 which
was partly satisfied by short-term loans receivable and other receivables of
HK$40,699,000 and HK$81,871,000, respectively under various deeds of novation
and agreements entered into between the Group and relevant parties, and was partly
satisfied by cash of HK$20,000,000. The remaining consideration of HK$47,430,000
was unsettled as at 31 March 2004.

(d)  The Group restructured certain of its short-term loans receivable of HK$42,165,000
and other receivables of HK$19,360,000 satisfied by the amount of other loans of
HK$43,275,000 and other payables of HK$18,250,000, respectively under various
deeds of novation entered into between the Group and relevant parties.

{e) The repayment of other receivables of HK$38,710,000 was satisfied by the other
loans of HK$23,543,000 and interest payables of HK$15,167,000 under an agreement
between the Group and relevant parties.

(f)  The repayment of a short-term loan receivable of HK$22,866,000, an interest receivable
of HK$1,290,000 and settlement of a payable of HK$24,000 was satisfied by a
consideration for an acquisition of an investment of HK$24,180,000.

(g) Increase in the loan from an associate of HK$19,024,000 as a result of the acquisition
of an associate and was subsequently set off by a short-term loan receivable of the
same amount under a deed of novation signed by the Group and a relevant party.

(h) The Group disposed of certain amount of other asset for a consideration of

HK$16,000,000 which was satisfied by a short-term loan receivable of the same
amount under a deed of novation signed by the Group and a relevant party.
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43.

44,

MAJOR NON-CASH TRANSACTIONS (Cont’d)
For the year ended 31 March 2005, the major non-cash transactions were as follows:

(a) The Group restructured certain of its other payables of HK$15,000,000 satisfied by
the same amount of other receivables under a deed of assignment entered into between
the Group and the relevant parties.

(b)  The repaymeni of a short-term loan receivable of HK$2,057,000 was satisfied by the
same amount cf investment in securities.

(¢) The Group had disposed of an investment in securities for a consideration of
HK$6,000,000 which was satisfied by cash of HK$1,500,000 and by setting off through

an amount due from an associate of the Group for the remaining balance of
HK$4,500,000.

For the nine months ended 31 December 2005, the major non-cash transactions were as
follows:

(a) The repaymerts of a short-term loan receivable and an other receivable of
HK$25,590,00C and HK$5,770,000, respectively, from a related company were satisfied
by the same amount of an investment held for trading.

(b)  The repayment of other receivables of HK$169,647,000 was satisfied by short-term
loan receivablzs and a short-term loan receivable from a related company of
HK$118,800,000 and HK$50,847,000, respectively.

(c) The repayment of a short-term loan receivable from a related company| of
HK$12,479,000 was satisfied by the same amount of a short-term loan receivable.

CONTINGENT LIABILITIES

As} at

As at 31 March 31 Decemper

2003 2004 2005 2005
HK$000 HK$’000 HKS$’000 HKS$'000

Amounts utilized in respect
of guarantees given to
banks and other financial
institutions for facilities
granted to outsiders 11,674 - - -

The Group is involved in two patent infringement lawsuits in the USA. The damages claim
arising from the lawsuits range from approximately US$285,000 (equivalent to HK$2,213,000)
to US$855,000 (equivalent to HK$6,639,000) for the years ended 31 March 2004 and 2005.
As the outcome of the Iawsuits is not certain, the Group has made a provision of US$302,0p0
and US$302,000 (equivalent to HK$2,345,000) for these cases at 31 March 2004 and 2005

respectively to cover the possible damages as estimated by the Directors.

The Group has no cont.ngent liabilities as at 31 December 2005.
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44,

45.

CONTINGENT LIABILITIES (Cont’d)

The following contingent liabilities arise from interests in associates:

As at
As at 31 March 31 December
2003 2004 2005 2005
HK$’000 HK$’000 HK$'000 HK$'000
Share of contingent liabilities
of associates arising from
guarantees given to banks
in respect of bank facilities
utilised by:
~ investees - 9,758 4,551 2,349
— third parties 238,692 449 175 -
Other guarantees issued to
— investees - 236 9,037 -
- third parties 16,567 14,210 - 9,037
255,259 24,653 13,763 11,386

The above amounts represented share of contingent liabilities from interests in associates
which was based on the published information of those associates as at 31 December 2002,
2003, 2004 and 2005.

OPERATING LEASE COMMITMENTS

The Group as lessee

As at
As at 31 March 31 December
2003 2004 2005 2005
HK$’000 HK$’000 HK$'000 HK$'000
Minimum lease payments
paid under operating leases
during the year:
Land and buildings 24,209 27,134 30,585 19,797
Property, plant and
equipment 2,959 8,615 23,267 17,232
27,168 35,749 53,852 37,029
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45. OPERATING LEASE COMMITMENTS (Cont’d)

|
\

At the respective balance sheet date, the Group had commitments for future minimum lease
payments under non-cancellable operating leases which fall due as follows:

As at Asat Asat As at
31 March 2003 31 March 2004 31 March 2005 31 December 2005
Property, Property, Property, Property,

Land and plant and
buildings equipment
HK$'000 HKS$'000

Operating leases which expire:

Within one year 19,403 2,594
In the second to fifth year inclusive 50,733 3,018
Over five years 34,437 -

Land and plant and Land and plant and
buildings equipment buildings equipment
HK$'000 HK$'000 HK$'000 HKS$'000

25,096 22,678 23,008 23121
79900 41,721 75,368 19,521
53,162 05 46,519 -

Land and plant and
buildings equipment
HK$'000 HKS$'000

15332 22,34
44966 6,082
73,147 -

104,573 5,612

158,158 65,104 144895 42,642

133,645 28,99

Leases are negotiated for a range of one to ten years and rentals are fixed over the term

the leases.

The Group as lessor

|

s of

A§ at
As at 31 March 3 December
2003 2004 2005 2905
HK$’000 HK$’000 HK$’000 HK$’000
Rental income earned
under operating
leases during the year:
Land and buildings 4,754 6,568 7,426 4,916
Property, plant and
equipment - 5,000 20,246 15,183
P
4,754 11,568 27,672 20,099
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45,

46.

OPERATING LEASE COMMITMENTS (Cont’d)

At the respective balance sheet date, the Group had contracted with tenants for the following
future minimum lease payments:

As at Asat As at As at
31 March 2003 31 March 2004 31 March 2005 31 December 2003
Property, Property, Property, Property,

Land and plant and Land and plant and Land and plant and Land and plant and
buildings equipment buildings equipment buildings equipment buildings equipment
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000

Operating leases which expire:

Within one year 2,662 - 4747 20,000 6,738 20,000 2,244 20,000
In the second to fifth year inclusive 9,780 - 18109 35000 24594 15,000 8,605 -
Over five years 12,057 - 13,914 - 14,426 - 30,814 -

24,499 - 36770 S5000 45,758 35000 41,663 20,000

The Group has committed tenants with lease term for a range of one to ten years.
SHARE OPTION SCHEME

The Company’s share option scheme was adopted on 21 August 2001 (the “2001 Share
Option Scheme”) for the primary purpose of providing incentives to the employees of the
Group. Under the 2001 Share Option Scheme, the board of directors of the Company may
grant options to eligible employees including the directors (but excluding independent non-
executive directors) of the Company and the directors of any of the subsidiaries of the
Company to subscribe for shares in the Company.

Pursuant to a resolution passed at a special general meeting of the Company on 17 March
2003, the Company has terminated the 2001 Share Option Scheme and adopted a new share
option scheme (the “2003 Share Option Scheme”). Under the 2003 Share Option Scheme,
the board of directors of the Company may grant options to directors and employees of the
Group and any advisors, consultants, distributors, contractors, suppliers, agents, customers,
business partners, joint venture business partners, promoters and service providers of any
members of the Group who the board of directors considers have contributed or will contribute
or can contribute to the Group. The purpose of the 2003 Share Option Scheme is to provide
participants with the opportunity to acquire proprietary interests in the Group and to encourage
participants to work towards enhancing the value of the Group and its shares for the benefits
of the Group and its shareholders as a whole.

Subject to the condition that the total number of shares which may be issued upon the
exercise of all outstanding options granted and to be exercised under the 2003 Share Option
Scheme and any other schemes of the Company must not exceed 30% of the shares of the
Company in issue from time to time, the total number of shares in respect of which options
may be granted under the 2003 Share Option Scheme, when aggregated with any shares
subject to any other schemes, is not permitted to exceed 10% of the shares of the Company
in issue on the date of approval and adoption of the 2003 Share Option Scheme.
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46.

|
SHARE OPTION SCHEME (Cont’d)

Under the 2003 Share Option Scheme, the options which may be granted to any indivi‘dual
in any one year are not permitted to exceed 1% of the shares of the Company in issue,
without prior approval from the Company’s shareholders. Options granted to substantial
shareholders or independent non-executive directors in excess of 0.1% of the Compadny’s
share capital or with a value in excess of HK$5 million must be approved in advance by the

Company’s shareholders.

The number of shares in respect of which options had been granted and remained outstan}ding

under the 2003 and 2001 Share Option Schemes was 16,000,000, 21,800,000, 21,800;,000
and 19,000,000, representing 9.98%, 11.69%, 9.75% and 8.40% of the shares of the Company

in issue at 31 March 2003, 2004, 2005 and at 31 December 2005, respectively.

Options granted must be taken up within 28 days from the date of grant, upon payment of
HK$1. Options may be exercised at any time from the date on which the option is accepted
to the tenth anniversary of the date of grant. The exercise price is determined by} the
directors of the Company, and will not be less than the higher of the closing price of the
Company shares on the date of grant or the average closing price of the shares for thejfive
business days immediately preceding the date of grant or the nominal value of the share of
the Company. *[

The following tables disclose details of the Company’s share options held by employees
(including directors) of the Company and movements in such holdings during the Relevant
Periods:

2003 Share Option Scheme

Number of share options
Exercise outstanding at 1.4.2004,

Date of grant Exercisable period price 31.3.2004 and 31.3.2005
HKS$
Directors
23.2.2004 23.2.2004 to0 22.2.2006 3415 6,400,000
Employees
23.2.2004 23.2.2004 to 22.2.2006 3.415 6,400,000
12,800,000
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46. SHARE OPTION SCHEME (Cont’d)

Number of share options

Cancelled/
Outstanding  Transfer lapsed Outstanding
at during during at
Date of grant Exercisable period Exercise period 1.4.2005 the period the period 31.12.2005
HKS (Note)
Directors
23.2.2004 23.2.2004 to 22.2.2006 3415 6,400,000 (1,600,000) - 4,800,000
Employees
23.2.2004 23.2,2004 to 22.2.2006 3415 6,400,000 1,600,000 (2,800,000) 5,200,000
12,800,000 -~ (2,800,000) 10,000,000
Note:

A director retired on 1 September 2005 and accordingly the option ¢ntitled by that director was transferred to the
category under “Employees”.

2001 Share Option Scheme

Number of share options

Adjustment
due to
consolidation
Outstanding of the Qutstanding
Exercise at  Company’s at
Date of grant  Exercisable period price 1.4.2002 shares 31.3.2003
HKS$
(note b)
Directors:
(note a)
31.8.200! 31.8.2001 to 30.8.2006 2.9888 460,000,000 (448,500,000) 11,500,000
Employees:
31.8.2001 31.8.2001 to 30.8.2006 2.9888 180,000,000 (175,500,000) 4,500,000
640,000,000 (624,000,000) 16,000,000
Notes:
a. An employee who held 70,000,000 share options as at 1 April 2002 has been appointed as a director of

the Company during the year ended 31 March 2003.

b. The exercise price of the share options was adjusted from HX$0.07472 to HK$2.9888 after the consolidation
of the Company’s shares during the year ended 31 March 2003 as set out in note 38.
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46.

\
SHARE OPTION SCHEME (Cont’d) ’
For the year ended 31 March 2004, total consideration received from the directors
employees for taking up the options granted was HK$13.

For the year ended 31 March 2005, no options were granted to or exercised by the direc
or employees.

Number of share options

and

tors

Outstanding
Cancelled/ at
Outstanding  Exercised lapsed  31.3.2004
Exercise at during during and
Date of grant Exercisahle period price 1.4.2003 the year the year  31.3.2005
HKS$
Directors
31.8.2001 31.8.2001 to 30.8.2006 2.9888 11,500,000 (1,750,000)0  (750,000) 9,000,000
Employees
31.8.2001 31.8.2001 to 30.8.2006 2.9888 4,500,000 (3,000,000) (1,500,000 -

16,000,000  (4,750,000) (2,250,000) 9,000,000

The share options were exercised on 15 January 2004. The closing price of the Compg

ny’s

share immediately before the date on which the share options were exercised was HK$2i.80.

Number of share options

Outstanding Outstanding
Exercise at at
Date of grant  Exercisable period price 1.4.2005 Transfer 31.12.2005
HKS (Note)
Directors
31.8.2001 31.8.2001 to 30.8.2006 2.9888 9,000,000 (1,750,000) 7,250,000
Employees |
31.8.2001 31.8.2001 to 30.8.2006 2.9888 - 1,750,000 1,750,000
|
9,000,000 ~ 9,000,000
Note:

A director retired on 1 September 2005 and accordingly the option entitled by that director was transferred tg
category under “Employees”.
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47.

48.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund (“MPI") scheme for qualifying employees
of the Company and its subsidiaries in Hong Kong. The assets of the MPF scheme are held
separately from those of the Group, in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the scheme, which contribution is matched by
employees.

The Group also operates various retirement benefit schemes for qualifying employees of its
overseas subsidiaries, including subsidiaries in the United Kingdom, the USA and Singapore.
The assets of the retirement benefit schemes are held separately from those of the Group, in
funds under control of trustees. The Group contributes 4% to 10% of the relevant payroll
costs to the schemes, which contribution is matched by employees.

The Group’s employees who are employed by subsidiaries in the PRC are members of the
state-managed retirement benefit scheme operated by the PRC government. These subsidiaries
are required to contribute a certain percentage of their payroll to the retirement benefit
scheme to fund the benefits. The only obligation of the Group with respect to the retirement
benefit scheme is to make the specified contributions.

PLEDGE OF ASSETS

At the respective balance sheet dates, the following assets were pledged by the Group and
the Company to secure banking and other financing facilities:

As at

As at 31 March 31 December

2003 2004 2005 2005

HK$’000 HK$000 HK$’000 HK$’000

Trade and other receivables 174,431 217,420 105,494 286,173
Listed securities of

associates 59,148 75,199 88,467 265,790

Inventories 39,162 93,180 - 153,253

Land and buildings 30,818 2,392 13,378 12,351

Investments in securities 944 813 12,816 -

Available-for-sale investments - - - 521,808

Investments held for trading -~ - - 129,241

Bank deposits 19,226 - 20,014 20,591

323,729 399,004 240,169 1,389,207
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49.

]
TRANSACTIONS AND BALANCES WITH RELATED PARTIES

During the Relevant Periods and nine months ended 31 December 2004, the Groug
significant transactions with the following related parties, together with balances with
at the respective balance sheet dates, details of which are as follows:

Nine months ende
Year ended 31 March 31 December
2003 2004 2005 2004

had
them

d

2005

HK$°000 HK$'000 HK$'000 HK$°000 HK$'000

(Unaudited)

Substantial shareholder and
its associates:

Loan receivables of the Group
at end of the year/period
(note a) 67,997 167,365 224,233 172,843 18

Amount due from the Group at
the end of the year/pe-iod
(note a) 3,796 - - -

6,019

Loan payables of the Group
at end of the year/period
(note a) 165,000 149,333 149,333 149,333 32

Loans advanced by (repzid to)
the Group during the yvear/
period (note a) 224,875 140,541 56,868 (5,479 (3

Amount due to the Group at
the end of the year/period

1,225

8,213)

(note a) 3,339 - - - -
Interest received and receivable

by the Group (note a) 4,789 3,015 12,066 8,587 17,822
Interest paid and payable by ]

the Group (note a) 9,857 12,263 10,490 7,901 19,871
Disposal of a subsidiary (note ¢) - - 238 -~ \‘ -
Management fee income (note c) 5,256 1,182 - - b=
Acquisition of property, »lant I

and equipment (note | 3,000 13 - - -
Loans advanced to (repaid by)

the Group during the year/ ‘

period (note a) 172,000 (15,667) - - (88,108)
Parking fee income (note b) - 101 68 - { -
Rent paid and payable by ‘

the Group (note b) 1,023 1,283 1,298 958 1!336
Associates:
Rental paid and payable by

the Group (note b) 2,524 1,347 1,353 1,016 653
Interest received and receivable

by the Group (note a) 639 1,507 94 70 85
Management fee income (note ¢) 9,336 6,677 3,608 2,704 21409
Loans advanced by (repaid to) \

the Group during the year/ {

period (note a) 6,400 (41,173) - - -
Purchase of finished goods

{note b) 76,894 - - - -
Sales of finished goods (note b) 3,566 - - - 142
Rent received and receivasle

by the Group (note b) 405 232 232 162 162
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49.

50.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES (Cont’d)

Details of balances with associates at the respective balance sheet date are set out in note 22.

Notes:

a. The loans advanced to/by and the balances due by/to the Group are unsecured, bear interest at prevailing
market rates and repayable in accordance with the respective loan agreements, if any.

b. The transactions were carried out at terms by reference to raarket prices of similar transactions.

c. The transactions were determined based on terms mutually agreed by the parties concerned.

In addition, certain banking and other facilities of the Group were secured by personal
guarantee from a director of the Company, to the extent of HK$6,306,000, HK$6,441,000,
HK$6,681,000 and HK$404,103,000 at 31 March 2003, 2004, 2005 and 31 December 2005
respectively.

Save as disclosed above, there were no other significant transactions with related parties
during the Relevant Periods and the nine months ended 31 December 2004 or no significant
balances with them at the respective balance sheet dates.

SUBSEQUENT EVENTS

(a)  On 19 January 2006, the Vendor has entered into the Agreement with the Purchaser,
to dispose of interest in certain subsidiaries and the trademark licenses for an aggregate
consideration which comprises: (1) an initial consideration of US$330,000,000
(equivalent to approximately HK$2,562,450,000), (2) plus the amount, if any, by
which the amount of the Completion Date Net Current Asset Amount (as defined in
the Circular) exceeds US$87,000,000 (equivalent to approximately HK$675,555,000)
or minus the amount, if any, by which the amount of the Completion Date Net
Current Asset Amount falls short of US$87,000,000 (equivalent to approximately
HK$675,555,000); and (3) plus the Earnout Amount which is to be determined by
reference to the earnings before interest, tax, depreciation and amortization of the
electronic data storage business of the Vendor and the Disposed Companies to be
disposed of by the Vendor and calculated on an agreed basis set out in the Agreement
for each of the twelve-month periods ending on 31 March 2007, 31 March 2008 and
31 March 2009. The Earnout Amount shall have a cumulative minimum of
US$5,000,000 (equivalent to approximately HK$38,825,000) and a cumulative
maximum of US$45,000,000 (equivalent to approximately HK$349,425,000). In the
event that the Purchaser transfers control of the Business at any time prior to 1 April
2009, the Purchaser will pay the Vendor an amount equal to whatever would be
required to bring the aggregate amount of earnout payments to US$45,000,000
(equivalent to approximately HK$349,425,000).

i) Included in the net book value of intangible assets of the Group are the
“Memorex” trademark licences and other intangible assets relating to the
Business amounting to HK$337,873,000, HK$244,352,000, HK$236,716,000
and HK$236,111,000 at 31 March 2003, 2004 and 2005 and 31 December
2005, respectively.
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50. SUBSEQUENT EVENTS (Cont’d) ]

(ii)  Included in the consolidated balance sheet of the Group are the assets|and ,’
liabilities attributable to the Disposed Companies as at respective balance sheet ‘z
dates which are presented on a combined basis after elimination of intra-entities

balances: L
l{As at ;

As at 31 March 31 December ,

2003 2004 2005 2005 :

HK$'000 HK3$°000 HK$'000 HK$'000

NON-CURRENT ASSETS

Property, plant and equipment 23,938 25,661 25,926 31,258
Intangible assets 40,305 47,154 45,934 45,003
Deferred tax assets 13,298 34,281 18,026 45',440

77,541 107,096 89,886 121‘?701

CURRENT ASSETS

Inventories 484,710 844,320 568,876 868,868
Trade and other receivables 403,005 695,874 584,300 9631716 ?
Tax recoverable 3,424 - 17,513 5,047
Bank balances and cash 62,367 17,841 159,165 17,468
Pledged benk deposit 19,226 - - !} -

|
972,732 1,558,044 1,329,854 1,855,099
| !
CURRENT LIABILITIES \, |
Trade and other payables 463,518 1,014,792 898,134 1,024,761

Tax payablz - 1,829 11,789 23,876
Borrowing: - due within one year 89,505 151,418 - 292,?02
Obligations under finance leases | 1
— due within one year 1,113 1,068 462 I - '
Bank overdrafts - - 28,362 -
\
554,136 1,169,107 938,747 1,341,$39
|
NET CURERENT ASSETS 418,596 388,937 391,107 513,560

|
TOTAL AS3ETS LESS }
CURRENT LIABILITIES 496137 496033 450993 635261
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50. SUBSEQUENT EVENTS (Cont’d)

As at
As at 31 March 31 December
2003 2004 2005 2005

HK$°000 HK$’000 HK$000 HK$’000

NON-CURRENT LIABILITIES
Obligations under finance leases
and hire purchase contracts

- due after one year 1,557 462 - -
Amounts due to fellow
subsidiaries 188,114 7,147 185 140,731
Amounts due to related
companies 1,182 581 32 -
190,853 8,190 217 140,731
TOTAL ASSETS AND
LIABILITIES 305,284 487,843 480,776 494,530

(ii1) Included in the consolidated income statement of the Group are the results
attributable to the Disposed Companies during the Relevant Periods and for the
nine months ended 31 December 2004 which are presented on a combined
basis after elimination of intra-entities transactions:

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$'000  HK$000  HK$'000  HK$'000  HK$'000
(Unaudited)
Revenue 2,883,912 3,617,542 3,851,959 2,856,940 3,172,533
Cost of sales (1,977,695) (2,614,755) (2,690,494) (2,022,707) (2,252,703)
Gross profit 906,217 1,002,787 1,161,465 834,233 919,830
Other operating income 41,462 72,697 20,320 15,069 8,420
Distribution and
selling expenses (674,758)  (679,804)  (756,765)  (561,433)  (682,977)
Administrative expenses (115,972)  (145,498)  (160,283)  (107,646)  (115,854)
Other operating expenses (89,329) (13,549)  (212,185)  (149,280) (76,388)
Finance costs (3,816) (5,262) (3,043) (2,956) (8,692}
Profit before income tax 63,304 231,371 49,509 27,987 44,339
Income tax expense (6,264) (27,388) (50,583) (45,132) (35.811)
Profit (loss) for the
year/period 57,540 203,983 (1,074) (17,145) 8,528
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50. SUBSEQUENT EVENTS (Cont’d) '

(iv)

|
Included in the consolidated cash flow statement of the Group are the 'cash

flows attributable to the Disposed Companies during the Relevant Periods\l and
for the riine months ended 31 December 2004 which are presented on a combined

basis af:er elimination of intra-entities transactions:

Nine months ended

Year ended 31 March 31 December
2003 2004 2008 2004 2005
HK$'000  HK$'000  HK$'000  HK$'000  HK3'000
(Unaudited)
OPERATING ACTIVITIES
Profit before income tax 63,804 231,371 49,509 27,987 44,339
Adjustmerts for: ‘
Interest income (9,348) (12,023) {9,633) (7,221) (2,601}
Interest expense and {
finance charges 3,816 5,262 3,043 2,956 8,692
Amortization of
intangible assets - 1,228 1,228 921 920

Allowance for slow moving |
and obsolete inventories 18,020 24,512 24,528 2,857 19,449

Depreciation and amortization
of property, plant and

equipient 12,465 13,252 11,623 8,942 7,437
Loss on disposal of property,
plant and equipment 117 819 693 (30) 104

Operating cash flows before
movemeits in working

capital 89,474 264,421 80,941 30,698 78340
(Increase) Jecrease

in inventories {62.617)  (358,732) 248,638 308,360 (320}473)
(Increase) ecrease in trade

and othe: receivables (339)  (304,818) 97,521 (108,517)

(391,553)
(Increase) decrease in |

amounts due from fellow i

subsidiaries (199,878) (11,778) 20,730 (36,976) 66,205
(Decrease) increase i

in trade ¢nd other payables  (107,274) 507,811 (121,438)  (172,552) 128,066
Increase {decrease) ‘

in amounts due to fellow

subsidiaries 257,579
Increase (decrease) in

amounts Jue to related

companies 1,182 (643) {600) - 31

7
!
(156,319) (3,528) 150,221 91,183
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Cash generated (used in)
from operations

Interest and finance
charges paid

Interest received

Tax paid

NET CASH (USED IN)
FROM OPERATING
ACTIVITIES

INVESTING ACTIVITIES

Proceeds from disposal of
property, plant and
equipment

Purchase of property, plant
and equipment

Purchase of intangible assets

NET CASH USED IN
INVESTING ACTIVITIES

FINANCING ACTIVITIES
Bank loans raised
Repayments of bank loans
Repayments of obligations
under finance leases
(Increase) decrease
in pledged bank deposits

Nine months ended

Year ended 31 March 31 December
2003 2004 2005 2004 2005
HK$'000  HK3'006  HK$'600  HK3'000  HK$'000

(Unaudited)

(21,873) (60,058) 322,264 171,234 (348,263)
(3,816) (5,262) (3,043) (2,956) (8,692)
501 809 412 227 875
(19,977 (41,263) (41,370) (27,202) (37,683)
(45,165) (105,774} 278,263 141,303 (393,763)
175 543 285 462 117
(12,001) (15,631) (13,586) (7,351) (13,069)
- (8,065) - - -
(11,826) (23,173) (13,301) (6,889) (12,952)
400,046 423,969 700,528 677,203 591,624
(318,325)  (361,849)  (852,140)  (789,940)  (298,722)
{437) (1,137) (1,069 (796) (462)
(19,226) 19,226 - ~ -
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50. SUBSEQUENT EVENTS (Cont’d) ‘

Nine months ended

Year ended 31 March 31 December ‘
2003 2004 2005 2004 2005 f
HK$'000  HK$'000  HK$'000  HK$S000 HK$\’000
(Unaudited) |

NET CASH FROM
(USED IN;, FINANCING
ACTIVITIES 62,058 80,209  (152,631)  (113,533) 2921440

NET INCREASE
(DECREASE) IN CASH
AND CASH 1
EQUIVALENTS 5,067 (48,738) 112,281 20,881  (114)275) |

CASH AND CASH z
EQUIVALENTS AT
BEGINNING OF ! *
THE YEAR/PERIOD 53,927 62,367 17,841 17,841 130,803

EFFECT OF FOREIGN ’
EXCHANGE _
RATE CHANGES 3373 4212 681 558 940 |

CASH ANC CASH X
EQUIVALENTS AT !
END OF THE '
YEAR/PERIOD 62,367 17,841 130,803 39,280 17,468

ANALYSIS OF THE ‘
BALANCES OF CASH ’
AND CASH |
EQUIVALENTS |

Bank balanc:s and cash 62,367 17,841 159,165 39,280 17,468

Bank overdrafts - - (28,362) - | -

62,367 17,841 130,803 39,280 17,468

(v)  According to the Agreement, the Vendor will cause each of the Dispos?d
Companies to repay and discharge in full, if any and all intercompany balances

and related company balances prior to the closing date as defined in the Circular.

(b)  On March 9, 2006, the Group has entered into an agreement with Asset Manage {
Limited (“AML”), which is a wholly-owned subsidiary of Capital Strategic Investment '
Limited (“CSIL"), in which a substantial shareholder of the Company has 8. ]8%
interest in CSIL, to purchase the entire issued share capital of Rapid Growth Profits
Limited (“Rapid '3rowth”) and all amounts due from Island Town Limited to AML at
consideration of approximately HK$39 million. Rapid Growth is a companly
incorporated in the BVI and holds investment properties in Hong Kong.

II. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statemerits of the Group or any of its subsidiaries have been prepared iyn
respect of any period subsequent to 31 December 2005.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
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2, STATEMENT OF INDEBTEDNESS
Borrowings

At the close of business on 28 February 2006, being the latest practicable date for this statement of
indebtedness prior to the printing of this circular, the Group had outstanding borrowings of
approximately HK$873,605,000 comprising secured borrowings of approximately HK$511,585,000
and unsecured borrowings of approximately HK$362,020,000. The secured borrowings of
approximately HK$511,585,000 included bank borrowings of approximately HK$271,720,000, other
borrowings of approximately HK$200,000,000, trust receipt loans of approximately HK$15,771,000,
share margin financing loans of approximately HK$4,884,000 and bank overdrafts of approximately
HK$19,210,000. The unsecured borrowings of approximately HK$362,020,000 included unsecured
bank borrowings of approximately HK$60,000, unsecured other borrowings of approximately
HK$323,046,000, unsecured trust receipt loans of approximately HK$26,266,000, unsecured bills
payable of approximately HK$253,000, and unsecured bank overdrafts of approximately
HK$12,395,000.

Pledge of assets and guarantees

At the close of business on 28 February 2006, the secured borrowings are secured by certain of the
Group’s assets of approximately HK$1,315,312,000.

At the close of business on 28 February 2006, the Group’s banking and other facilities were also
secured by personal guarantees given by a Director, corporate guarantee from the Company and
joint guarantee by a Director and the Company amounting to approximately HK$400,000,000,
HK$98,473,000, and HK$4,274,000 respectively.

Debt securities

At the close of business on 28 February 2006, the Group had no debt securities.
Contingent liabilities

At the close of business on 28 February 2006, the Group had no contingent liabilities.

Save as aforesaid and apart from intra-group liabilities, the Group did not have outstanding at the
close of business on 28 February 2006 any loan capital issued and outstanding or agreed to be
issued, bank overdrafts, loans or other similar indebtedness, liabilities under acceptances or
acceptable credits, debentures, mortgages, charges, finance lease commitments, guarantees or other
material contingent liabilities.

3. WORKING CAPITAL

Taking into account the Remaining Group’s internal resources, the estimated net proceeds from the
Disposal and presently available banking and other facilities and in the absence of unforeseen
circumstances, the Directors are of the opinion that the Remaining Group will have sufficient
working capital to meet its present requirement for the next 12 months from the date of this
circular.

4, MATERIAL ADVERSE CHANGE
The Directors are not aware of any material adverse change in the financial or trading position of

the Group since 31 December 2005 (being the date to which the latest published audited accounts
of the Company were made up) up to and including the Latest Practicable Date.
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ON THE REMAINING GRO;UP

(A)

UNAUDITED PRO FORMA ASSETS AND LIABILITIES STATEMENT OF THE
REMAINING GROUP UPON COMPLETION OF DISPOSAL

Introduction

The unaudited pro forma asszts and liabilities statement of the Remaining Group has been prepared
to illustrate the effect of the Disposal.

The unaudited pro forma asscts and liabilities statement of the Remaining Group has been prepared
in accordance with Rule 4.29 of the Listing Rules for the purpose of illustrating the effect ofithe
Disposal as if the Disposal took place on 31 December 2005.

The unaudited pro forma asscts and liabilities statement of the Remaining Group is based upon|the
audited consolidated balance sheet of the Group as at 31 December 2005, which has been extracted
from the audited consolidatzd financial statements of the Group for the nine months ended| 31
December 2005 set out in Appendix I to this circular, after making pro forma adjustments relatl[ing
to the Disposal that are (i) directly attributable to the transaction; and (ii) factually supportable

The unaudited pro forma assets and liabilities statement of the Remaining Group is based on a
number of assumptions, estimates and uncertainties. Accordingly, the accompanying unaudited pro
forma assets and liabilities statement of the Remaining Group does not purport to describe the
actual financial position of the Remaining Group that would have been attained had the Disposal
been completed on 31 Decerrber 2005. The unaudited pro forma assets and liabilities statement of

the Remaining Group does not purport to predict the future financial position of the Remaining
Group.

The unaudited pro forma assets and liabilities statement of the Remaining Group should be readi in
conjunction with the historical information of the Group as set out in the audited consolidated
financial statements of the Group for the nine months ended 31 December 2005 set out in Appendi!x I
to this circular and other finaacial information included elsewhere in this circular.

The statement has been prepared by the Directors for illustrative purposes only and because of lits

nature, it may not give a true picture of financial position of the Remaining Group following
completion of the Disposal. |

|

}

)

|

|
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(B) Unaudited pro forma assets and liabilities statement

The Group Pro
as at 31 Pro Pro forma
December forma forma Remaining
2005 adjustments adjustments Subtotal Group
HK3$'000 HKS$ 000 HK$ 000 HK3000 HK$’000
Note 1 Note 2
Non-current Assets
Property, plant and equipment 72,996 (31,258) {31,258) 41,738
Intangible assets 236,734 (236,111) (236,111} 623
Interests in associates 637,783 - 637,783
Available-for-sale investments 678,399 - 678,399
Deposits for acquisition of
long-term investments 190,175 - 190,175
Deferred tax assets 45,440 (45,440) (45,440) -
Receivable due from the Purchaser - 195,441 195,441 195,441
1,861,527 (117,368) 1,744,139
Current Assets
Inventories 875,836 (868,868) (868,868) 6,968
Trade and other receivables 1,067,761 (963,716) {963,716) 104,045
Investments held for trading 128,894 - 128,894
Short-term loan receivables 171,979 - 171,979
Short-term loan receivables from
related companies 186,019 - 186,019
Margin loan receivables 24 682 - 24,682
Amounts due from associates 5,260 - 5,260
Tax recoverable 5,047 (5,047 (5,047 -
Pledged bank deposit 20,591 - 20,591
Bank balances and cash 21,416 2,101,736 2,101,786 2,123,202
2,507,485 264,155 2,771,640
Current Liabilities
Trade and other payables (1,299,327) 1,024,761 1,024,761 (274,566)
Margin loans payables (152) - (152)
Dividend payable (9,046) - (9,046)
Amount due to an assoclate {2,026) - (2,026)
Tax payable (59,765) 23,876 23,876 (35,889)
Payables due to the Remaining Group ~ 140,148 (140,148) ~ -
Borrowings - due within one year (886,692) 292,902 292,902 (593,790)
Bank overdrafts (26,663) - (26,663)
(2,283,671) 1,341,539 (942,132)
Net Current Assets 223,814 1,605,694 1,829,508
Total Assets Less Current Liabilities 2,085,341 1,488,326 3,573,667
Non-current Liabilities
Borrowings - due after one year (7,258) - (7,258)
Deferred tax liabilities (201) - (201)
(7,459) - (7,459)
Total Assets and Liabilities 2,077,882 1,488,326 3,566,208
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Capital and Reserves

Share capital
Reserves

The Group Pro

as at 31 Pro Pro forma

December forma forma Remaining

2005 adjustments adjustments Subtotal } Group

HK$°000 HK$'000 HKS$'000 HK$'000 HKS$'000
Note 1 Note 2

2,261 - 2,261

1,673,972 670,169 {63,350) 606,819 2,280,791

Equity attributable to equity

holders of the parent 1,676,233 606,819 2,2‘83,052
Minority interests 401,649 958,305 (76,798) 881,507 1,283,156
Total Equity 2,077,882 1,488,326 3,5\‘66,208
Notes:
1. The adjustment reflects vhe gain on the Disposal of HK$673,054,000 shared by the Remaining Group which is

calculated based on:

(1)

(i)

(111)

(iv)

the assets and labilities of HK$683,336,000 attributable to the Disposed Assets as at 31 Decembet 2005
which included;

(a) bank balances and cash of HK$17,468,000;

(b) intangible assets of HK$236,111,000 represented by trademark licenses of HKS62,020,00b and
other intangible assets of HK$174,091,000; |

() other assets and liabilities of HK$432,642,000 to be disposed of under the Disposal;

|
\
)
) release of currency translation reserve of HK$2,885,000, |
|
the initial consideration of US$330,000,000 (equivalent to approximately HK$2,560,470,000) after taking
into consideration the following: \‘

(a) minus the estimated expenses to be incurred in connection with the Disposal of approxim‘ately
HK$108,626.000;,

(b) minus shortfall amount of approximately HK$161,473,000 which represented the amount otf the
Completion Date Net Current Asset Amount (based on the figures extracted from the financial
statements of the Disposed Companies as at 31 December 2005) falling short of US$87,000:,000

(equivalent to approximately HK$675,033,000): |

L
(c) plus the Ezrnout Amount of US$5,000,000 (equivalent to approximately HK$38,795,000) which
representec¢ the minimum Earnout Amount as provided in the Agreement;

(d) minus the estimated withholding tax of US$1.865,000 (equivalent to approximately
HK$14,471,000) withheld by the Purchaser regarding the Disposal; i

The net consideration of HK$2,314,695,000 calculated in (i1) above will be settled as to US$273,135,b00
(equivalent to approximately HK$2,119,254,000) by cash upon Completion and as to HK$195,441,000: by
cash after 12 months from 31 December 2005 in accordance with the terms of the Agreement. The
aforesaid amount of HK$195,441,000 is calculated based on: (i) the US$4! million (equivalent to
approximately HK$318,119,000) to be placed in the escrow accounts by the Purchaser; (ii) deducting\the
shortfall of approxiriately HK$161,473,000 arising from the Completion Date Net Current Asset Amount;
and (iii) adding the minimum Earnout Amount of US$5 million (equivalent to approximaiely
HK$38,795,000).

The proportion of gain shared by the minority shareholders of HK$958,305,000 is based on the shareholding
as at 31 December 2105.




APPENDIX II UNAUDITED PRO FORMA FINANCIAL INFORMATION
ON THE REMAINING GROUP

2. The adjustments reflect:

(1) the intragroup amount due to the Remaining Group by the Disposed Companies of HK$140,148,000 to be
assigned to the Vendor; and

(ii) the write-off to the pro forma income statement of the intragroup amount due to the Remaining Group by
the Disposed Companies after assignment of HK$140,148,000 to the Vendor, of which HK$76,798,000
was shared by minority shareholders based on the shareholding at 31 December 2005.

3. For illustrative purposes, amounts expressed in US$ for the purpose of the unaudited pro forma assets and
liabilities statement of the Remaining Group have been translated into HKS at the rate of US$1 = HK$7.759.
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|

2. UNAUDITED PRO FORMA INCOME STATEMENT AND UNAUDITED PRO FORMA
CASH FLOW STATEMENT OF THE REMAINING GROUP UPON COMPLETION OF
DISPOSAL

(A) Introduction

The unaudited pro forma income statement and unaudited pro forma cash flow statement of
the Remaining Group have been prepared to illustrate the effect of the Disposal.

The unaudited pro forma income statement and unaudited pro forma cash flow statement of
the Remaining Groap have been prepared in accordance with Rule 4.29 of the Listing; Rules
for the purpose of illustrating the effect of the Disposal as if the Disposal had taken place at
the beginning of the year ended 31 March 2005.

The unaudited pro forma income statement and unaudited pro forma cash flow statement of
the Remaining Group are based upon the audited consolidated income statement and a}ldited
consolidated cash flow statement of the Group for the year ended 31 March 2005, lWhich
have been extracted from the audited consolidated financial statements of the Group for the
vear ended 31 March 2005 set out in Appendix I to this circular, after making pro forma
adjustments relating to the Disposal that are (i) directly attributable to the transaction; (i1)
expected to have a continuing impact on the Remaining Group; and (iii) factually supportable.

The unaudited pro forma income statement and unaudited pro forma cash flow statement of
the Remaining Group are based on a number of assumptions, estimates and uncertainties.
Accordingly, the accompanying unaudited pro forma income statement and unaudited pro
forma cash flow statement of the Remaining Group do not purport to describe the actual
results and cash flow of the Remaining Group that would have been attained had the Dis‘tposal
been completed at the beginning of the year ended 31 March 2005 or to predict the future
results and cash flow of the Remaining Group.

The unaudited pro forma income statement and unaudited pro forma cash flow statement of
the Remaining Group should be read in conjunction with the audited consolidated financial
statements of the Group for the year ended 31 March 2005 set out in Appendix I to‘ this
circular and other financial information included elsewhere in this circular.

The statements have been prepared by the Directors for illustrative purposes only and because
of their nature, they may not give a true picture of the results and the cash flow of the
Remaining Group had the Disposal actually occurred at the beginning of the year ended 31
March 2005 or for any future period. 1
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(B) Unaudited pro forma income statement

Revenue
Cost of sales

Gross profit
Other operating income
Distribution and
selling expenses
Administrative expenses
QOther operating expenses
Realization of negative
goodwill arising on
acquisition of
additional interest in
an associate
Finance costs
Share of results of associates
Impairment loss on goodwill
arising on acquisition of
an associate
Amortization of goodwill
arising on acquisition
of assaciates
Net {loss) gain on disposal of
subsidiaries and associates

Profit before income tax
[ncome tax expense

{Loss) profit for the year

Attributable to:
Equity holders of the parent
Minority interests

(Loss) earnings per share
Basic
Diluted

The Group for

the year ended  Pro forma
31 March 2005 adjustments adjustments adjustments adjustments

HK$'000

5,676,459
(4,376.361)

1,300,098
114,145

(770,262}

(294778)
(29,712)

2,057
(18,198)
(64.909)

(177,446)

(28,089

(13,747)

17,159
(117.397)

{100,238)

(161.862)
61,624

{100,238)

HKS

- 131 -

Pro forma

HKS'000  HKS$'000
Note | Note 2
(5,415,642)
4,220,940
(21,396)
757182
153,918
3,043

1,519,967
50,583
606,766 (118,310)
913,201 (119,062)

Pro forma

Pro forma  Pro forma Remaining

Subtotal Group

HKS000  HK$'000  HKS'000  HKS'000
Note 3 Note 4

40,619 (5.375,023) 301436

(40,619) 4,189,321 (187,040

(1,185702) 114,396

12,330 (9,066) 105,079

757,182 (13,080)

(3.157) 155,761 (139017

- (29.712)

- 2,057

(9,173) (6,130)  (24,328)

- (64,909)

- (177,446)

- (28,089)

(1,019) 1512848 1,497,101

1,224,893 1,242,052

50,583 (66.814)

12715476 1,175,238

(3,104) 485332 323,490

(4.015) 790,124 851,748

1275476 1,175,238

HKS

Note § 1.63

Note § 1.56
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(©)

Unaudited pro forma cash flow statement

OPERATING ACTIVITIES
Profit before income tax
Adjustments for:
Interest income
Finance costs
Share of results of associates
Realization of negative goodwill arising
on acquisition of additional interest
in an associate
Amortization of gcodwill arising
from acquisition of an associate
Impairment loss on goodwill arising on
acquisition of an associate
Net gain (loss) on disposal of
subsidiaries and associates
Net unrealized holding gain on other

investments/held for trading investments

Reversal of allowance for margin
loan receivables
Realization of negative goodwill arising
on acquisition of an associate
Amortization of intangible assets
Allowance for slow moving and
obsolete inventories
Allowance for bad and doubtful debts

Depreciation and amortization of property,

plant and equipment

Allowance for loans receivable

Loss on disposal of property, plant
and equipment

Net loss on disposal of investment
securities

Operating cash flows before movements
in working capital
Decrease in other asseit
Decrease in inventories
(Increase) decrease in trade and
other receivables
Decrease in other investments
Decrease in margin loan receivables
(Decrease) in trade and other payables
(Decrease) in margin loan payables
(Decrease) in bills payable

Decrease in amounts c.ue to fellow subsidiaries

Decrease in amounts cue from
fellow subsidiaries

Cash generated from (used in) operations
Interest and finance charges paid
Overseas tax paid

Hong Kong Profits Ta:x refunded

NET CASH FROM (USED IN)

The Group for Pro forma
the year ended Pro forma Remaiping
31 March 2005 Adjustments Group
HKS$°000 HK$°000 HK$000
Note 6
17,159 1,224,893 1,242,052
(22,651) 510 (22,141)
18,198 6,130 24328
64,909 - 64,909
(2,057 - (2,057)
28,089 - 281089
177,446 - 177446
15,747 (1,512,848)  (1,497,101)
(17,223) - (17)223)
(2,387) - (2)387)
&) - (3)
51,066 (1,228) 49/838
25,588 (24,528) 1,060
22,269 - 22,269
19,785 (11,623) 8,\162
8,338 - 8,338
1,098 (693) Ltos
29,712 - 29,712
|
435,078 (319,387) 115,691
37,085 - 37,085
262,639 (248,638) 14,001
(36,899) 1,471,035 1,434,136
13,623 - 13,623
4,174 - 4,174
(260,297)  (1,208,069)  (1,468,366)
(587) - (387)
(1,295) - (1,295)
- (20,730) (20,730)
|
- 3,526 3,526
453,521 (322,263) 131,258
(8,369) 3,043 (5,326)
(43,607) 41,370 (2,237)
386 - 386
l
|
401,931 (277,850) 124,081

OPERATING ACTIVITIES
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Unaudited pro forma cash flow statement (Continued)

The Group for Pro forma
the year ended Pro forma Remaining
31 March 2005 Adjustments Group
HK3°000 HK$’000 HK$’000
Note 6
INVESTING ACTIVITIES
Proceeds from disposal of
investment securities 150,255 - 150,255
Amounts repaid by associates 14,256 - 14,256
Repayment of short-term loan
receivables from a related company 32,890 - 32,890
Repayment of short-term loan receivables 29,588 - 29,588
Interest received 18,123 412) 17,711
Disposal of subsidiaries 7,353 2,103,052 2,110,405
Dividend received from an associate 4,668 - 4,668
Proceeds from disposal of property,
plant and equipment 1,274 (285) 989
Proceeds from disposal of an associate 10 - 10
Acquisition of investment securities (123,348) - (123,348)
Increase in short-term loan receivables (1058,755) - (105,755)
Increase in short-term loan receivables
from related companies (89,758) - (89,758)
Acquisition of interest in associates (44,148) - (44,148)
Acquisition of an additional interest
in a subsidiary (37,320) - (37,320)
Deposit for acquisition of a long-term
investment (35,000) - (35,000)
Increase in pledged bank deposit (20,014) - (20,014)
Purchase of property, plant and equipment (14,229) 13,586 (643)
Acquisition of unlisted debt security (12,000) - (12,000)
NET CASH (USED IN) FROM
INVESTING ACTIVITIES (223,155) 2,115,941 1,892,786
FINANCING ACTIVITIES
Bank loans raised 886,161 (700,528) 185,633
Proceeds from issue of shares 118,500 - 118,500
Other loans raised 10,000 - 10,000
Repayments of bank loans (1,010,697) 852,140 (158,557)
Dividends paid (10,987) - (10,987
Repayments of obligations under
finance lease (1,070) 1,067 (3)
Repayments to a minority shareholder (10 - (10)
NET CASH (USED IN) FROM
FINANCING ACTIVITIES (8,103) 152,679 144,576
NET INCREASE IN CASH AND
CASH EQUIVALENTS 170,673 1,990,770 2,161,443
CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR 141,094 - 141,094
EFFECT OF FOREIGN EXCHANGE
RATE CHANGES 858 (680) 178
CASH AND CASH EQUIVALENTS
AT END OF THE YEAR 312,625 1,990,090 2,302,715
ANALYSIS OF THE BALANCES OF
CASH AND CASH EQUIVALENTS
Bank balances and cash 359,603 1,961,728 2,321,331
Bank overdrafts (46,978) 28,362 (18,616)
312,625 1,990,090 2,302,715
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Notes:

1. The adjustment reflects tiie gain on the Disposal of HK$606,766,000 shared by the Remaining Group which is ;
calculated based on: !

(1) the assets and liabilities attributable to the Disposed Assets of HK$671,498,000 as at 1 April 2004 which )
included: i

(a) bank balaaces and cash of HK$17,841,000:

(b) intangible assets of HK$244,353,000 represented by trademark licenses of HK$66,586,000 and !
other intangible assets of HK$177,767.000; '

{c) other assets and liabilities of HK$420,077.000 to be disposed of under the Disposal; and i
(d) release of currency translation reserve of HK$10,773,000;

(i1) the initial consideration of US$330,000,000 (equivalent to approximately HK$2,562,450,000) after taking
into consideration the following:

(a) minus the estimated expenses to be incurred in connection with the Disposal of approximately
HK$108,710,000; I

(b) minus shortfall amount of approximately HK$286.618,000 which represented the amount of the
Completicn Date Net Current Asset Amount (based on the figures extracted from the financial
statements of the Disposed Companies as at 31 March 2004) falling short of US$87,000,000 ;
(equivalent to approximately HK$675,555,000); I

() plus the Earnout Amount of US$5,000,000 (equivalent to approximately HK$38,825,000) which |
represented the minimum Earnout Amount as provided in the Agreement;

(d) minus the estimated withholding tax of US$1,865,000 (equivalent to approximately
HKS$14,482,000) withheld by the Purchaser regarding the Disposal;

(iii) The net considerat.on of HK$2,191,465,000 calculated in (ii) above will be settled as to US$273,13S‘,000 "
(equivalent to approximately HK$2,120,893,000 by cash upon the Completion and as to HK$70,572,000 “
by cash after 12 months from 1 April 2004 in accordance with the terms of the Agreement. The aforesaid :
amount of HK$70 572,000 is calculated based on: (a) the US$41 million (equivalent to approxnmgtely t‘
HK$318,365,000) to be placed in the escrow accounts by the Purchaser; (b) deducting the shortfall of :
approximately HK$286,618,000 arising from the Completion Date Net Current Asset Amount; and (c) :
adding the minimum Earnout Amount of US$5 million (equivalent to approximately HK$38,825,000). ‘

(iv) The proportion of gain shared by the minority shareholders of HK$913,201,000 is based on the shareholding 3
as at 1 April 2004.

2. The adjustment reflects th: exclusion of income and expenses attributable to the Disposed Assets for the year
ended 31 March 2005 as if the Disposal had been completed on 1 April 2004.

3. The adjustment reflects thz effect of reversal of elimination for intragroup transactions between the Disposed
Companies and the Remaining Group as if the Disposal had been completed on 1 April 2004.

4. The adjustment reflects the write-off of the intragroup amount due to the Remaining Group by the Disposed
Companies of HK3$7,119,000, of which HK$4,015,000 was shared by minority shareholders based on] the
shareholding as at 1 April Z.004.

5. The calculation of pro forma basic earnings per Share at 31 March 2005 was based on the pro forma profit
attributable to the equity tolder of the parent of the Remaining Group of HK$323,490,000 and the welghted
average number of Shares i1 issue for the year ended 31 March 2005 of 198,244,118 Shares.

The calculation of pro forma diluted earnings per Share at 31 March 2005 was based on the pro forma profit
attributable to the equity holder of the parent of the Remaining Group of HK$323,490,000. The weighted average
number of Shares in issue during the year ended 31 March 2005 was 198,244,118 Shares and weighted average of
9,000,000 Shares assumed o have been issued at nil consideration on the deemed exercise of all Shares options
outstanding under a share option scheme which had a dilutive effect on the basic earnings per Share for the year
ended 31 March 2005 as the average market price of the Share is higher than the option price.

6. The adjustments reflect the cash flow of the Disposed Assets for the year ended 31 March 2005 excluded from|the
Group, the amounts of which were based on the consolidation schedules which were extracted from the audited
consolidated financial statements of the Group for the year ended 31 March 2005 with net cash proceeds of
HK$2,120,893,000 to be reczived immediately upon the Completion less bank balances and cash of HK$17,841,000
of the Disposed Assets dispased of.

7. For illustrative purposes, amounts expressed in US$ for the purpose of the unaudited pro forma income statement
and unaudited pro forma cash flow statement of the Remaining Group have been translated into HK$ at the rate of
US$1 = HK$7.765.
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3. UNAUDITED PRO FORMA STATEMENT OF ADJUSTED CONSOLIDATED NET
TANGIBLE ASSETS OF THE REMAINING GROUP

The following unaudited pro forma statement of adjusted consolidated net tangible assets attributable
to equity holders of the parent of the Remaining Group was prepared based on the consolidated
balance sheet of the Group as at 31 December 2005 as set out in Appendix I to this circular with
adjustments to reflect the effect of the Disposal as if the Disposal had taken place on 31 December
2005.

This unaudited pro forma statement of adjusted consolidated net tangible assets was prepared for
illustrative purpose only and because of its nature, it may not give a true picture of the financial
position of the Remaining Group as at the date to which it is made up or at any future date.

As at 31 December Pro Forma
2005 Pro forma Remaining
Unaudited Adjustments Group
HK3’000 HK$’000 HK$’000
(Notes I and 3) (Note 2) (Note 4)
Net tangible assets 1,463,970 779,480 2,243,450
Notes:
1. The unaudited pro forma consolidated net tangible assets attributable to equity holders of the parent of the Group
as at 31 December 2005 is calculated as follows:
HK$ 000
Audited consolidated net assets of the Group as at 31 December 2005 1,676,233
Less: Intangible assets attributable to equity holders of the parenr (173,284)
Goodwill included in interests in associates (38,979
1,463,970
2. The adjustments include:
HK$'000
Net consideration to be received and receivable for the Disposal 2,314,695
Disposed Assets attributable to equity holders of the parent as at 31 December 2005 (512,977
Gain of the Disposal shared by minority shareholders (958,305)
Payables due to the Remaining Group by the Disposed Companies written off,
net of share of minority shareholders (63,350)
Reversal of intercompany balance elimination (583)
779,480
3. Unaudited pro forma adjusted consolidated net tangible assets attributable to the equity
holders of the parent of the Group per Share as at 31 December 2005 based
on 226,143,697 Shares in issue as at 31 December 2005 $6.474
4. Unaudited pro forma adjusted consolidated net tangible assets aitributable to the equity
holders of the parent of the Remaining Group per Share as at 31 December 2005
based on 226,143,697 Shares in issue as at 31 December 2005 $9.920
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4. ACCOUNTANTS’ REPORT ON UNAUDITED PRO FORMA FINANCIAL INFORMATION
TO THE DIRECTORS O HANNY HOLDINGS LIMITED

The following is the text of a report received from Deloitte Touche Tohmatsu, for inclusion in|this |
circular, in respect of the unaudited pro forma financial information of the Remaining Group as
set out in this appendix: |

- BE) - BERSSHET Deloitte Touche Tohmatsu

eIOItte BEPETHED IS 26/F Wing On Centre ‘ !

e RLDH2618 111 Connaught Road Central ;

/ Hong Kong
)

We report on the unaudited pro forma financial information of Hanny Holdings Limited ([he ,
“Company”) and its subsidiaries (hereinafter collectively referred to as the “Group”) set out in {
Appendix II (the “Unaudited Pro Forma Financial Information™) of the circular dated 10 April f
2006 (the “Circular”) in connection with the very substantial disposal whereby the Group (i) through [
its non-wholly owned subsidiary, Memorex International Inc. (the “Vendor”), will dispose of|the l
Vendor’s entire interest in Hanny Magnetics Europe Limited, Memorex Canada Ltd., Memarex t
Products Europe Limited, Memorex products S.A.S., Memorex Products GmbH, Memorex Products ;
(Taiwan) Inc. and Memorex Products, Inc. (the “Disposed Companies”) and (ii) will dispose of i
Vendor’s trademark license and other assets relating to the trading of computer related product

business under the trade name “Memorex”, which include the business of design, development, |
marketing, distribution and sale of hardware, media and accessories used for the storage of electronic :
data conducted by the Vendor and the Disposed Companies (the “Disposal™), which has béen ‘
prepared by the directors of the Company (the “Directors”), for illustrative purpose only,| to :
provide information about how the Disposal might have affected the financial information presented. ;

Respective responsibilities of directors of the Company and reporting accountants l

It is the responsibility solely of the Directors to prepare the Unaudited Pro Forma Financ\jal
Information in accordance with paragraph 29 of Chapter 4 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) and with refereqce
to Accounting Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in
Investment Circulars” issued by the Hong Kong Institute of Certified Public Accountants. \}
It is our responsibility to form an opinion, as require by paragraph 29(7) of Chapter 4 of tiae
Listing Rules, on the Unaudited Pro Forma Financial Information and to report our opinion to yo\’u.
We do not accept any responsibility for any reports previously given by us on any financial
information used in the compilation of the Unaudited Pro Forma Financial Information beyond
that owed to those to whom tt.ose reports were addressed by us at the dates of their issue. ’

»

|

Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 300 “Accountants’ Reports on Pro Forma Financial Information in
Investment Circulars” issued by the Hong Kong Institute of Certified Public Accountants. Our
work consisted primarily of comparing the unadjusted financial information with source documents,
considering the evidence supporting the adjustments and discussing the Unaudited Pro Forma
Financial Information with the Directors. This engagement did not involve independent examination
of any of the underlying financial information.
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We planned and performed our work so as to obtain the information and explanations we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the
Unaudited Pro Forma Financial Information has been properly compiled by the Directors on the
basis stated, that such basis is consistent with the accounting policies of the Group and that the
adjustments are appropriate for the purpose of the Unaudited Pro Forma Financial Information as
disclosed pursuant to paragraph 29(1) of Chapter 4 of the Listing Rules.

The Unaudited Pro Forma Financial Information is for illustrative purpose only, based on the
judgements and assumptions of the Directors, and, because of its hypothetical nature, does not
provide any assurance or indication that any event will take place in the future and may not be
indicative of:

. the financial position of the Group as at 31 December 2005 or at any future date; and

. the earnings per share, results and cash flows of the Group for the year ended 31 March
2005 or any future period.

Opinion
In our opinion:

a) the Unaudited Pro Forma Financial Information has been properly compiled by the Directors
on the basis stated;

b) such basis is consistent with the accounting policies of the Group; and

c) the adjustments are appropriate for the purposes of the Unaudited Pro Forma Financial
Information as disclosed pursuant to paragraph 29 of Chapter 4 of the Listing Rules.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
10 April 2006
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1. RESPONSIBILITY STATEMENT

This circular includes part:.culars given in compliance with the Listing Rules for the purpose of
giving information with regard to the Group. The Directors jointly and severally accept| full
responsibility for the accuracy of the information contained herein and confirm, having mad}e all
reasonable enquiries, that t> the best of their knowledge, opinions expressed in this circular 'have
been arrived at after due and careful consideration and there are no other facts not contained iril the 1
circular, the omission of which would make any statement herein misleading. ‘ '

2. DISCLOSURE OF INTERESTS

@ Directors’ interests ind short positions in the Shares, underlying Shares and .
debentures of the Company |

As at the Latest Practicable Date, the interests and short positions of the Directors in| the

Shares, underlying Shares and debentures of the Company and its associated corporation

(within the meaning of Part XV of the SFO) which (a) were required to be notified to] the ;
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO '
(including interests and short positions which they are taken or deemed to have under s1uch "
provisions of the SFO, or pursuant to the Model Code for Securities Transactions by Direcfors
of Listed Issuers (the “Model Code”); or (b) were required to be entered in the register kept }
by the Company pursuant to Section 352 of the SFO, were as follows: ‘

(a) Interests in the Shares

Approximate % [
of the issued

Name of Long position/ Nature of Number of share cal')ital ;
Director Short position Capacity interest Shares held of the Comﬁany 3
Dr. Chan Long position Beneficial Personal 1,600,000 0.67%

Kwok Keung, owner interest ]

Charles ]

(“Dr. Chan”) Long position Interest of Corporate 57,614,948 24.28%

(Notes 1&2) controlled interest |

corporation

Dr. Yap, Allan Long position Beneficial Personal 1,600,000 0.67%
{Note 3) owner interest ;
|
e » - \ i
Mr. Lui Siu Long position Beneficial Personal 3,350,000 1.41% !
Tsuen, Richard owner interest ' ‘
Notes: ) ,
1. This interest does not include interests in underlying Shares of equity derivatives of the Company. g

This interest needs to be aggregated with those set out in sub-paragraph (b) below to give jhe

total interest of Dr. Chan in the Company.

2. Dr. Chan is deemed to have a corporate interest in 57,614,948 Shares by virtue of his imerest\in '
Chinaview International Limited (“Chinaview”). This interest was detailed and duplicated with

the interests as shown in the paragraph “Interests and short positions of Shareholders discloseabie
under the SE'J” below.

3. This interest Joes not include interests in underlying Shares of equity derivatives of the Compan“y.
This interest needs to be aggregated with those set out in sub-paragraph (b) below to give the
total interest of Dr. Yap, Allan in the Company.
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(b) Interests in equity derivatives (as defined in the SFQ) of the Company

Approximate %

of the
Exercise  issued share
Name of  Long position/ Nature of  Exercisable Number of price capital of
Director ~ Short position Capacity interest  period share options per Share  the Company
HK$
Dr. Chan  Long position  Beneficial Personal ~ 8.31.2001 to 4,000,000  2.9888 1.68%
owner interest 8.30.2006
Dr. Yap, Long position ~ Beneficial  Personal 8.31.2001 to 3,250,000 2.9888 1.36%
Allan owner interest 8.30.2006
(¢) Interests in associated corporation (as defined in the SFO) of the Company
Interests in PSC Corporation Ltd (“PSC”)
Number of Approximate %
share  Exercise of the
Name of  Long position/ Nature of  Exercisable  options held price  issued share
Director  Short position Capacity interest period in PSC  per share capital of PSC
53
Dr. Yap,  Long position  Beneficial Personal  8.20.2004 to 5,000,000 0.086 0.27%
Allan owner interest 8.19.2013
Mr. Lui Siv Long position ~ Beneficial Personal 8.20.2004 10 2,000,000 0.086 0.11%
Tsuen, owner interest 8.10.2013
Richard

Save as disclosed above, as at the Latest Practicable Date, none of the Directors had: (a)
under Divisions 7 and 8 of Part XV of the SFO, rior were they taken or deemed to have
under such provisions of the SFO, any interests or short positions in the Shares, underlying
Shares or debentures of the Company or any associated corporations (within the meaning of
Part XV of the SFQ); (b) any interests which are required to be entered into the register kept
by the Company pursuant to Section 352 of the SFO; or (c) any interests which are required
to be notified to the Company and the Stock Exchange pursuant to the Model Code.
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(ii)

Interests and short positions of Shareholders discloseable under the SFO

|

So far as is known to the Directors, as at the Latest Practicable Date, the following persons
had interests or short positions in the Shares or underlying Shares which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the S\\FO,
or which were recorded in the register required to be kept by the Company under Section
336 of the SFO:

(a)

Interests in the Shares

Name of
Shareholders

Ms. Ng Yuen Lan, Macy { Vote)
Ms. Ng Yuen Lan, Macy (Vote)

Dr. Chan {Note)

Dr. Chan {Note)

Chinaview (Note)

Galaxyway Investments
Limited (“Galaxyway”)
(Note}

ITC Corporation
Limited (“17C") {Noe)

ITC Tnvestment Holdings
Limited (“ITC Investment”)
{Note)

Mankar Assets Limited
{“Mankar”) (Note}

Famex Investment Limited

(“Famex”) (Note)

Deutsche Bank
Aktiengesellschaft

Long Position/
Short Position

Long Position
Long Position

Long Position

Long Position

Long Position

Long Position

Long position

Long position

Long position

Long position

Long position
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Capacity
Interest of spouse
Interest of spouse

Interest of controlled
corporation

Beneficial owner

Interest of controlled
corporation

Interest of controlled
corporation
Interest of controlled
cotporation
Interest of controlled
corporation
lnterest of controlled

corporation

Beneficial owner

Security interest

underlying Shares Approximate%

Number of
(unlisted equity
derivatives of
Number of  the Company)
Shares held held
57,614,948 -
1,600,000 4,000,000
57,614,948 -
1,600,000 4,000,000
57,614.948 -
57,614,948 -
57,614,948 -
57,614,948 -
57,614,948 -
57,614,948 -
20,674,434 -

of the
issued s‘hare
capital of the
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(b)

Number of
underlying shares Approximate%
(unlisted equity of the
derivatives of  issued share
Name of Long Position/ Number of  the Company)  capital of the
Shareholders Short Position  Capacity Shares held held Company
Christian Emil Toggenburger Long position ~ Beneficial owner 16,944 541 - 7.14%
Christian Emil Toggenburger Long position ~ Interests held jointly 4,400,464 - 1.85%
with another persons
Gandhara Advisors Asia Long position  Investment manager 13,441,697 - 5.66%
Limited afc
Gandhara Master Fund
Limited
Aeneas Cepital Management Long position ~ Tavestment manager 11,896,000 - 5.01%
Lp
Note:

Famex is a wholly-owned subsidiary of Mankar. Mankar is a wholly-owned subsidiary of ITC Investment,
which in turn is a wholly-owned subsidiary of ITC. Galaxyway, a wholly-owned subsidiary of Chinaview,
owns more than one-third of the issued ordinary share capital of ITC. Dr. Chan owns the entire issued
share capital of Chinaview. Ms. Ng Yuen Lan, Macy is the spouse of Dr. Chan. Mankar, ITC Investment,
ITC, Galaxyway, Chinaview, Dr. Chan and Ms. Ng Yuen Lan, Macy are deemed to be interested in
57,614,948 Shares which are held by Famex. Ms. Ng Yoen Lan, Macy is deemed to be interested in
1,600,000 Shares and 4,000,000 underlying Shares (in respzct of unlisted equity derivatives of the Company)
held by Dr. Chan.

Substantial shareholding in other members of the Group

As at the Latest Practicable Date, so far as is known to the Directors, the following
parties, other than a Director, who is, directly or indirectly, interested in 10% or more
of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of the Group:

% of the issued

Name of Subsidiary Name of Shareholder share capital

Digital Communications Global 2000 Management 40%
Limited Limited

Memorex Holdings Limited Global Media Limited 35%

Sino Partner Holdings Limited Tian Pu Jun 17%

Save as disclosed above, the Directors are not aware that there is any party (not being a
Director) who, as at the Latest Practicable Date, had an interest or short positions in the
Shares and underlying Shares which would fall to be disclosed to the Company under
Divisions 2 and 3 of Part XV of the SFO, or who is, directly or indirectly, interested in 10%
or more of the nominal value of any class of share capital carrying rights to vote in all
circumstances at general meeting of any other member of the Group or had any options in
respect of such shares.
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l

MATERIAL CONTRACTS

The following contracts (not being contracts entered into in the ordinary course of business ofj the
Group) have been entered into by members of the Group within the two years preceding the date
of this circular and are or may be material:

(¥

(i1)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(x1)

(xii)

the placing and subscription agreement dated 23 November 2004 entered into between ITC,
the Company and Success Securities Limited (formerly known as Young Champion Securities
Limited) relating to the placing and subscription of 37,000,000 Shares;

the sale and purchase agreement dated 31 January 2005 entered into between Pacific
Development Co. Ltd., Pacific Auto Co. Ltd. and TFN Multi-Media Co., Ltd. relating toithe
disposal of an 8.04% :nterest of Fu Yang Investment Co., Ltd.;

the sale and purchase agreement dated 10 March 2005 entered into amongst Nation Field
Limited, PYI Corporition Limited and the Company regarding the acquisition by Natkon
Field Limited of an aggregate of 270,000,000 shares in China Strategic from PY! Corporatlion
Limited and the Company (the “Share Sale Agreement”);

the subscription agreernent dated 20 April 2005 entered into between Loyal Concept Limited
and Cheung Tai Hong Holdings Limited in relation to the subscription of HK$450 million
convertible note issuec. by Cheung Tai Hong Holdings Limited;

the underwriting agrecment dated 21 April 2005 entered into between the Company, See
Corporation Limited ("SCL”) and Tai Fook Securities Company Limited in relation to the
underwriting of the rights shares of SCL;

the subscription agreenient dated 21 April 2005 entered into between the Company and SCL
relating to the subscription of HK$170 million convertible note issued by SCL;

the loan agreement datzd 11 August 2005 entered into between the Company and Kingston
Finance Limited (“Kingston”) pursuant to which Kingston agreed to grant a loan facility lof
HK$400 million to the Company;

a deed of mortgage and assignment dated 11 August 2005 entered into between Well Oriept
Limited as the mortgagor and Kingston as mortgagee in relation to the securities of China

Strategic;

a security assignment dated 11 August 2005 entered into between Loyal Concept Limited z]m
the assignor and Kingston as the assignee in relation to the HK$450 million convertible note
of Cheung Tai Hong Heldings Limited; |

a deed of mortgage of thares dated 11 August 2005 entered into between the Company zls
the mortgagor and Kingston as mortgagee in relation to the securities in SCL;

a deed of security assignment dated 11 August 2005 entered into between the Company as
the assignor and Kingston as assignee in relation to the HK$170 million convertible note of
SCL; ;
a subscription agreemert dated 18 August 2005 entered into between the Company as th)le
subscriber and Wo Kee Hong (Holdings) Limited in respect of the subscription of HK$30
million convertible note issued by Wo Kee Hong (Holdings) Limited;
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(xiii) a supplemental agreement dated 30 December 2005 entered into between Nation Field
Limited, PYI Corporation Limited and the Company to extend the long stop date of the
Share Sale Agreement as mentioned in (iii) above;

(xiv) the Agreement;
(xv) the Inducement Agreement;

(xvi) a letter agreement agreed on 27 January 2006 and issued by Global Media Limited to the
Company, Hanny Magnetics (B.V.1.) Limited and Memorex Holdings Limited to amend and
supplement the shareholders’ agreement dated 5 December 2003; and

(xvii) a sale and purchase agreement dated 9 March 2006 entered into between Asset Manage
Limited as the vendor and Best Position Limited as the purchaser in relation to the acquisition
of the entire issued share capital of Rapid Growth Profits Limited and the shareholders’
loan due from Island Town Limited.

4. EXPERT AND CONSENT

The following is the qualification of the expert who has given opinion or advice which are contained
in this circular.

Name Qualification
Deloitte Touche Tohmatsu (*‘Deloitte™) certified public accountants

Deloitte has given and has not withdrawn its written consent to the issue of this circular with the
inclusion herein of its letter or report and references to its names, in the form and context in which
they respectively appear.

As at the Latest Practicable Date, Deloitte was not beneficially interested in the share capital of
any member of the Group, nor did it have any right (whether legally enforceable or not) to
subscribe for or to nominate persons to subscribe for securities in any member of the Group, nor
did it have any interest, either direct or indirect, in any assets which had been since 31 December
2005 (being the date to which the latest published audited consolidated accounts of the Group
were made up) acquired or disposed of by or leased to any member of the Group, or which were
proposed to be acquired or disposed of by or leased to any member of the Group.

5. LITIGATION

As at the Latest Practicable Date, none of the members of the Group was engaged in any litigation
or arbitration of material importance and no litigation or claim of material importance was known
to the Directors to be pending or threatened against any members of the Group.

6. SERVICE CONTRACT
As at the Latest Practicable Date, none of the Directors has a service agreement with any member

of the Group which is not determinable by the Company within one year without payment of
compensation, other than statutory compensation.
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7. DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

As at the Latest Practicablz Date, interests of the Directors in competing businesses which are *
required to be disclosed pursuant to Rule 8.10 of the Listing Rules were as follows:

Description of

Name of entity businesses of ‘

which businesses are the entity which are (

considered to compete or considered to compete or Nature of interest ;

likely lo compete with likely to compete with of the Director ,

Name of Director the businesses of the Group  the businesses of the Group  in the entity ;
Dr. Chan PYT Corporation Limited Property investment Non-executive director
(Notz) in Hong Kong E

Note: Such businesses may be conducted through its subsidiaries, associated companies or by way of other forms of
investments.

Save as disclosed above, none of the Directors or their respective associates (as defined in|the
Listing Rules) were interested in any business apart from the Group’s businesses which competes
or is likely to compete, eithzr directly or indirectly, with the Group’s businesses as at the Latest
Practicable Date.

8. PROCEDURES FOR DEMANDING A POLL

A resolution put to the vote of a meeting shall be decided on a show of hands unless such
resolution is specifically required to be taken on a poll under the Listing Rules or (before or on ithe
declaration of the result of the show of hands or on the withdrawal of any other demand for a poll) ’
a poll is demanded: g

(1) by the Chairman; or

(ii) by at least three members present in person (or, in the case of a member being a corporation, ;
by its duly authorised representative) or by proxy for the time being entitled to vote at the *
meeting; or .

(ili) by a member or members present in person (or, in the case of a member being a corporation,
by its duly authorised representative) or by proxy and representing not less than one-tenth
of the total voting rights of all members having the right to vote at the meeting; or 1
| ‘
{iv) by a member or members present in person (or, in the case of a member being a corporati#m,
by its duly authorisec¢ representative) or by proxy and holding shares in the Company
conferring a right to vote at the meeting, being shares on which an aggregate sum has been
paid up equal to not less than one-tenth of the total sum paid up on all shares conferring that
right. |
|
L
A demand by a person as proxy for a member shall be deemed to be the same as a demand by the

member, ’}
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9. MISCELLANEOUS

(1)

(1)

(ii)

(iv)

(v)

(vi)

(vii)

None of the Directors was materially interested in any contract or arrangement subsisting at
the Latest Practicable Date which is significant in relation to the businesses of the Group.

As at the Latest Practicable Date, none of the Directors has, or has had, any direct or
indirect interest in any assets which have been acquired or disposed of by or leased to, or
which are proposed to be acquired or disposed of by or leased to, any member of the Group
since 31 December 2005 (the date to which the latest published audited consolidated accounts
of the Group were made up).

The qualified accountant of the Company is Mr. Lui Siu Tsuen, Richard, who is a fellow
member of The Hong Kong Institute of Certified Public Accountants.

The company secretary of the Company is Ms. Kam Yiu Sai, Florence, who is an associate
member of the Institute of Chartered Secretaries and Administrators and The Hong Kong
Institute of Chartered Secretaries.

The registered office of the Company is situated at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda and the head office and principal place of business of the
Company in Hong Kong is at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong,
Kowloon, Hong Kong.

The Hong Kong branch share registrar and transfer office of the Company is Secretaries
Limited at 26th Floor, Tesbury Centre, 28 Queen’s Rcad East, Wanchai, Hong Kong.

In the event of inconsistency, the English text of this circular and the accompanying form of
proxy shall prevail over the Chinese text thereof.
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10.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal business h

ours

at the principal place of business of the Company in Hong Kong at 8th Floor, Paul Y. Centrel, 51

Hung To Road, Kwun Tong, Kowloon, Hong Kong from the date of this circular up to
including the date of the SGM:

1) the memorandum of association and bye-laws of the Company;

(i)  the annual reports of the Company for each of the financial years ended 31 March 2004
2005 respectively;

(iii) the accountants’ report on the Group as set out in Appendix I to this circular;

and

and

(iv) the accountants’ report on the pro forma financial information of the Remaining Group from

Deloitte, the text of which is out in Appendix II to this circular;

(v)  the material contracts referred to in section 3 headed “Material contracts” in this appendix;

(vi) the written consent referred to in section 4 headed “Expert and consent” in this appen
and

dix;

(vil) a copy of each of the circulars issued pursuant to the requirements set out in Chapters 14
and/or 14A of the Listing Rules which have been issued by the Company since 31 December

2005.
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HANNY |,

VISIONS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

NOTICE IS HEREBY GIVEN THAT a special general meeting of Hanny Holdings Limited (the
“Company”) will be held at Conference Room, 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun
Tong, Kowloon, Hong Kong on Thursday, 27 April 2006 at 10:00 a.m. for the purpose of considering
and, if thought fit, passing, with or without amendments, the following ordinary resolution of the Company:

ORDINARY RESOLUTION

“THAT the disposal (the “Disposal”) to Imation Corp. (the “Purchaser”) of (i) all assets of the Company’s
subsidiary, Memorex International Inc. (the “Vendor™), relating to the electronic data storage business of
the Vendor; and (ii) Hanny Magnetics Europe Limited, Memorex Canada Ltd., Memorex Products Europe
Limited, Memorex Products S.A.S., Memorex Products GmbH, Memorex Products (Taiwan) Inc. and
Memorex Products, Inc., on the terms set out in a sale and purchase agreement (the “Agreement”) dated
19 January 2006 entered into between the Vendor and the Purchaser, a copy of which has been produced
and marked “A” and signed by the chairman of the meeting for the purpose of identification, be and is
hereby approved.”

By the Order of the Board
Hanny Holdings Limited
Kam Yiu Sai, Florence
Company Secretary

Hong Kong, 10 April 2006

Registered Office:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Head office and principal place of business in Hong Kong:
8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong
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As at the date hereof, the Board comprises:

Executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman)

Dr. Yap, Allan (Managing Director)

Mr. Lui Siu Tsuen, Richard (Depu.'y Managing Director)

Independent non-executive Directors:
Mr. Yuen Tin Fan, Francis

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai

Notes:

1. A member entitled to attend and vote at the special general meeting is entitled to appoint one or more proxies to attend
and vote instead of him. A proxy need not be a member of the Company. A member may appoint a proxy in respect of
part only of his holding of shares in the Company. Completion and return of an instrument appointing a proxy will not
preclude a member from attending ind voting in person at the special general meeting.

2.

In order to be valid, the proxy forrn and the power of attorney or other authority (if any) under which it is signed, or a
certified copy of such power of authority, must be lodged at the Company’s branch share registrar in Hong Kong,
Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong, not less than 48 hours
before the time appointed for holding the special general meeting (or any adjourned meeting).
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RO mMIT Iz EE S (RO EEHR]D)

(iv) Loyal Concept Limited @ RBRITEE AR AR _EFAFNA =+ H T
B RITEEF B AT 450,000,000 T 7] # AL 458 W 71 3L 2 58 B ik

vy AoF EEEEEAERLR (TERR]) BAEEFARLARZTFEFLSE
WA = — Bt AR B T T SL 2 L BN W
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WITT R EY MiT L2 B

(vil) RATHEFUHMBEERAT (1£FLY ) R _FFAENAT+—HHE&HMNE
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!
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L

H B B MankarZ. £ E W B & 5 °c MankarB ITC InvestmentZ & B M B A & ’ﬁ‘ﬁIFI“C
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(a) AR AEsR

BARERGOERE AL
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Chinaview (¥ &) #g FEARZER 57,614,948 - 24.286
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Investments Limited
(T Galaxyway])
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(F3)
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([ Mankar] )
(K 32)
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